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Rules  and  Regulations 


Title  39— POSTAL  SERVICE 

Chapter  I — Post  Office  Department 
CUBA 

Curtailment  of  Service 

Reports  of  confiscation  In  Cuba  of  the 
contents  of  parcels  other  than  medicines 
sent  by  United  States  mail  to  addressees 
in  Cuba  have  been  brought  to  the  atten¬ 
tion  of  the  Post  Oflace  Department. 

Effective  immediately,  and  until  fur¬ 
ther  notice,  parcel-post  service  to  Cuba, 
both  by  air  and  surface,  is  suspended  ex¬ 
cept  for  parcels  containing  modicines 
only.  Letter  packages  and  8-ounce  mer¬ 
chandise  packages  are  likewise  limited 
to  those  containing  merchandise  only. 

Accepting  employees  will  assure  them¬ 
selves  by  inquiry  of  senders  and  exami¬ 
nation  of  customs  declarations  that 
parcels,  letter  packages,  and  8-ounce 
merchandise  packages  for  Cuba  contain 
only  medicines.  The  requirement  con¬ 
tinues  that  senders  must  a£Bx  a  green 
customs  label  (Form  2976) ,  showing  the 
contents  and  value,  to  all  letter  packages 
and  8-ounce  merchandise  packages  for 
Cuba. 

Noncomplying  parcels,  letter  packages, 
and  8-ounce  merchandise  packages  al¬ 
ready  mailed  which  have  not  been  dis¬ 
patched  from  the  United  States  will  be 
returned  to  senders. 

(R.S.  161,  as  amended;  5  UJS.C.  22,  39  n.S.C. 
501,  505) 

Louis  J.  Doyle, 
General  Counsel. 

IFJl.  Doc.  63-11676;  Piled,  Nov.  4,  1963; 

8:47  am.] 


Title  41— PUBLIC  CONTRACTS 

Chapter  8 — ^Veterans  Administration 
PART  8~1~GENERAL 

Subpart  8—1.3 — General  Policies 

Noncollusive  Bids  and  Proposals 

In  Part  8-1,  0  8-1.317  is  added  to  read 
as  follows: 

§  8—1.317  Noncollusive  bids  and  pro¬ 
posals. 

(a)  The  Manager  or  Director  at  Vet¬ 
erans  Administration  field  stations  and 
the  Assistant  Director,  Supply  Service 
for  Veterans  Administration  supply 
depots  are  authorized  to  make  the  det^- 
minations  required  by  PPR  1-1.317  (b). 

(b)  The  Assistant  Administrator  for 
Construction,  Manager,  Administrative 
Services  and  the  Director,  Supply  Serv¬ 
ice.  Department  of  Medicine  and  Sur¬ 
gery,  are  authorized  to  make  the  deter¬ 
mination  required  by  PPR  1-1 .317(b) 
for  Central  Office  purchasing  activities 
under  their  jurisdiction. 


(72  Stat.  1114,  sec.  205(c).  63  Stat.  390;  88 
UJ3.C.  210, 40  UJ3.0. 486(c)  ) 

Tliese  regulations  are  effective  im¬ 
mediately. 

Approved:  October  30, 1963. 

By  direction  of  the  Administrator. 

[seal]  a.  H.  Monk, 

Associate  Deputy  Administrator. 

[PJl.  Doc.  63-11679;  PUed,  Nov.  4.  1963; 
8:47  am.] 


Title  7— AGRICULTURE 

Chapter  IX — ^Agricultural  Marketing 
Service  (Marketing  Agreements  and 
Orders;  Fruits,  Vegetables,  Tree 
Nuts),  Department  of  Agriculture 

PART  909— GRAPEFRUIT  GROWN  IN 
ARIZONA;  IMPERIAL  COUNTY, 
CALIFORNIA;  AND  THAT  PART  OF 
RIVERSIDE  COUNTY,  CALIFORNIA, 
SITUATED  SOUTH  AND  EAST  OF 
WHITE  WATER,  CALIFORNIA 

Determination  Relative  to  Expenses 
and  Fixing  of  Rate  of  Assessment 
for  1963-64  Fiscal  Period  and 
Carryover  of  Unexpended  Funds 

On  October  17,  1963,  notice  of  pro¬ 
posed  rule  making  was.  published  in  the 
Federal  Register  (28  F JR.  11136)  regard¬ 
ing  the  expenses  and  rate  of  assessment 
for  the  1963-64  fiscal  period  under  Mar¬ 
keting  Agreement  No.  96,  as  amended, 
and  Order  No.  909  (7  CPR  Part  909),  as 
amended,  regulating  the  handling  of 
grapefruit  grown  in  the  State  of  Arizona; 
in  Imperial  County,  California;  and  in 
that  part  of  Riverside  Coimty,  Cali- 
fomia.  situated  south  and  east  of  White 
Water,  California.  This  regulatory  pro¬ 
gram  is  effective  pursuant  to  the  Agri¬ 
cultural  Marketing  Agreement  Act  of 
1937,  as  amended  (7  U.S.C.  601-674). 
After  consideration  of  all  relevant  mat¬ 
ters  presented,  including  the  proposals 
set  forth  in  the  aforesaid  notice  which 
were  submitted  by  ttie  Administrative 
Committee  (established  pursuant  to  the 
amended  marketing  agreement  and 
order) ,  it  is  hereby  found  and  determined 
that: 

§  909.202  Expenses  and  rate  of  assess¬ 
ment  for  the  1963—64  fiscal  period 
and  carryover  of  unexpended  funds. 

(a)  Expenses.  The  expenses  that  are 
reasonable  and  likely  to  be  incurred  by 
the  Administrative  Committee,  estab¬ 
lished  pursuant  to  the  aforesaid  amended 
marketing  agreement  and  order,  to  en¬ 
able  such  committee  to  perform  its  func¬ 
tions,  in  accordance  with  the  provisions 
thereof,  during  the  fiscal  period  begin¬ 
ning  August  1,  1963,  will  amount  to 
$95,100. 


(b)  Rate  of  assessment.  The  rate  of 
assessment  to  be  paid  in  accordance  with 
the  aforesaid  amended  marketing  agree¬ 
ment  and  order  by  each  handler  who  first 
handles  grapefruit  shall  be  three  cents 
($0.03)  per  carton  of  grapefruit  han¬ 
dled  by  such  handler  as  the  first  handler 
thereof  during  the  said  fiscal  period. 
Such  rate  of  assessment  is  hereby  fixed 
as  each  such  handler’s  pro  rata  share  of 
the  aforementioned  expenses. 

(c)  Operating  reserve.  Unexpended 
assessment  funds,  in  excess  of  expenses 
incurred  during  the  fiscal  period  ending 
July  31,  1964,  shall  be  carried  over  into 
the  operating  reserve  in  accordance  with 
§  909.42. 

Terms  used  in  the  amended  marketing 
agreement  and  order  shall,  when  used 
herein,  have  the  same  meaning  as  is 
given  to  the  respective  term  in  said 
amended  marketing  agreement  and 
order. 

It  is  hereby  found  that  good  cause 
exists  for  not  postponing  the  effective 
time  of  this  action  vmtil  30  days  after 
publication  in  the  Federal  Register 
(5  U.S.C.  1001-1011)  in  that  (1)  the  rele¬ 
vant  provisions  of  said  amended  mar¬ 
keting  agreement  and  this  part  require 
that  the  rate  of  assessment  fixed  for  a 
particular  fiscal  period  shall  be  appli¬ 
cable  to  all  assessable  grapefruit  from 
the  beginning  of  such  period,  and  (2) 
the  current  fiscal  period  began  on  Au¬ 
gust  1,  1963,  and  the  rate  of  assessment 
herein  fixed  will  autmnatically  apply  to 
all  assessable  grapefruit  beginning  with 
such  date. 

(Sees.  1-19,  48  Stat.  31,  as  amended;  7  U.8.C. 
601-674) 

Dated:  October  31,  1963. 

Floyd  F.  Hedlund, 
Director,  Fruit  and  Vegetable 
Division,  Agricultural  Mar¬ 
keting  Service. 

[PJl.  Doc.  63-11700;  PUed.  Nov.  4,  1963; 

8:47  ajn.] 


(946.318.  Arndt.  1] 

PART  946— IRISH  POTATOES  GROWN 
IN  WASHINGTON 

Limitation  of  Shipments 

Findings,  (a)  Pursuant  to  Marketing 
Agreement  No.  113,  and  Order  No.  946 
(7  CFR  Part  946),  regulating  the  han¬ 
dling  ot  Irish  potatoes  grown  in  the 
State  of  Washington,  effective  imder  the 
iq;>plicable  provisimis  of  the  Agricultural 
Marketing  Agreement  Act  of  1937,  as 
amended  (7  UB.C.  601  et.seq.),  and  up¬ 
on  the  basis  of  recommendations  and 
information  submitted  by  the  State  of 
Washington  Potato  Cmnmittee,  estab¬ 
lished  pursuant  to  the  marketing  agree¬ 
ment  and  order,  and  other  available  in¬ 
formation.  it  is  hereby  found  that  the 

11763 


11764 


RULES  AND  REGULATIONS 


amendment  to  the  limitation  of  ship¬ 
ments  regulations  hereinafter  set  forth, 
limiting  size  of  Washington  potatoes  will 
maintain  orderly  marketing  conditions 
tending  to  increase  returns  to  potato 
growers  in  the  production  area. 

(b)  It  is  hereby  found  that  it  is  im¬ 
practicable  and  contrary  to  the  public 
interest  to  give  preliminary  notice,  and 
engage  in  public  rulemaking  procedure, 
and  that  good  cause  exists  for  not  post¬ 
poning  the  effective  date  of  this  amend¬ 
ment  until  30  days  after  publication  in 
the  Federal  Register  (5  U.S.C.  1003)  in 
that  (1)  the  time  intervening  between 
the  date  when  information  upon  which 
this  amendment  is  based  became  avail¬ 
able  and  the  time  when  this  amendment 
must  become  effective  in  order  to  effec¬ 
tuate  the  declared  policy  of  the  act  is 
insufficient;  (2)  more  orderly  marketing 
in  the  public  interest,  than  would  other¬ 
wise  prevail,  will  be  promoted  by  regulat¬ 
ing  the  handling  of  potatoes,  in  the 
manner  set  forth  below,  (3)  regulations 
have  been  issued  imder  the  order  since 
1949  and  have  been  in  effect  this  season 
since  July  1,  1963,  so  compliance  with 
this  amendment  will  not  require  any 
special  preparation ‘on  the  part  of  han¬ 
dlers,  and  (4)  information  regarding  the 
committee’s  recommendation  has  been 
disseminated  to  producers  and  handlers 
in  the  production  area. 

Order  as  amended.  Amend  subdivi¬ 
sion  (ii)  of  S  946.318(a)  (2)  (28  FJl. 
6730,  11763)  to  read: 

(ii)  Long  varieties^6  ounces  mini¬ 
mum  weight  except  that  potatoes  of  U.S. 
No.  1,  or  better  grade,  may  be  shipped  if 
they  are  2  inches  minimum  diameter  or 
4  ounces  minimum  weight. 

(Secs.  1-19,  48  Stat.  SI,  as  amended;  7  UJS.C. 
601  etseq.) 

Dated:  October  30.  1963  to  become  ef¬ 
fective  November  4, 1963.  , 

Floyd  F.  Hedluhd. 

Director,  Fruit  and  Vegetable 
Division.  Agricultural  Mar¬ 
keting  Service. 

[PJl.  Doc.  63-11671;  PUed,  Nov.  4,  1963; 

8:46  ajn.] 


[946.318,  Arndt.  2] 

PART  946— IRISH  POTATOES  GROWN 
IN  WASHINGTON 

Limitation  of  Shipments 

Findings,  (a)  Pursuant  to  Market¬ 
ing  Agreement  No  113,  and  Order  No. 
946  (7  CFR  Part  946),  regulating  the 
handling  of  Irish  potatoes  grown  in  the 
State  of  Washington,  effective  under  the 
applicable  provisions  of  the  Agriculturid 
Marketing  Agreement  Act  of  1937,  as 
amended  (7  UJS.C.  601-et  seq.) ,  and  upon 
the  basis  of  recommendations  and  in¬ 
formation  submitted  by  the  State  of 
Washington  Potato  Committee,  estab¬ 
lished  pursuant  to  the  marketing  agree¬ 
ment  and  order,  and  other- available  in¬ 
formation,  it  is  hereby  found  that  the 


amendment  to  the  limitation  of  ship¬ 
ments  regulations  hereinafter  set  forth, 
limiting  the  grade  and  size  of  Washing¬ 
ton  potatoes  will  maintain  orderly  mar¬ 
keting  conditions  tending  to  increase  re¬ 
turns  to  potato  growers  in  the  produc¬ 
tion  area. 

(b)  It  is  hereby  found  that  it  is  im¬ 
practicable  and  contrary,  to  the  public 
interest  to  give  preliminary  notice,  and 
engage  in  public  rule  making  procedure, 
and  that  good  cause  exists  for  not  post¬ 
poning  the  effective  date  of  this  amend¬ 
ment  until  30  days  after  publication  in 
the  Federal  Register  (5  U.S.C.  1003)  in 
that  (1)  the  time  intervening  between 
the  date  when  information  upon  which 
this  amendment  is  based  became  avail¬ 
able  and  the  time  when  this  amendment 
must  become  effective  in  order  to  ef¬ 
fectuate  the  declared  policy  of  the  act 
is  insufficient;  (2)  more  orderly  mar¬ 
keting  in  the  public  interest,  than  would 
otherwise  prevail,  will  be  promoted  by 
regulating  the  handling  of  potatoes,  in 
the  manner  set  forth  below,  (3)  regu¬ 
lations  have  been  issued  under  the  order 
since  1949  and  have  been  in  effect  this 
season  since  July  1,  1963,  so  compliance 
with  this  amendment  will  not  require 
any  special  preparation  on  the  part  of 
handlers,  and  (4)  information  regarding 
the  committee’s  recommendation  has 
been  disseminated  to  producers  and 
handlers  in  the  production  area. 

Order,  as  amended.  Amend  para¬ 
graph  (a)  of  §  946.318  (28  F.R.  6730,0 , 
to  read: 

(a)  Minimum  quality  requirements — 

(1)  Grade — (1)  Round  varieties.  UJ3. 
No.  1,  or  better  grade. 

(ii)  Long  varieties.  U.S.  No.  2,  or  bet¬ 
ter  grade. 

(2)  Size — (i)  Round  varieties.  2 
inches  minimum  diameter. 

(ii)  Long  varieties.  6  ounces  mini¬ 
mum  weight  except  that  potatoes  of  U.S. 
No.  1.  or  better  grade,  may  be  shipped  if 
they  are  2  inches  minimum  diameter  or 
4  ounces  minimum  weight. 

(3)  Cleanliness — All  varieties.  At 

least  "fairly  clean." 

(Secs.  1-19,  48  Stat.  31,  as  amended;  7  UA.C. 
601  et  seq.) 

Dated:  November  1,  1963,  to  become 
effective  upon  publication  In  the  Federal 
Register. 

Arthur  E.  Browne, 
Acting  Director,  Fruit  and 
Vegetable  Division,  Agricul¬ 
tural  Marketing  Service. 

[Pit.  Doc.  63-11734;  PUed,  Nov.  4.  1963; 

8:47  am.] 


PART  982— HANDLING  OF  FILBERTS 
GROWN  IN  OREGON  AND  WASH¬ 
INGTON 

Expenses  of  Filbert  Control  Board  and 
Rate  of  Assessment  for  1963—64 
Fiscal  Year 

Notice  was  published  In  the  Federal 
Register  on  October  15,  1963  (28  FJl. 


11018),  that  there  was  under  considera¬ 
tion  a  proposal  regarding  expenses  of  the 
Filbert  Control  Board,  and  rate  of  as¬ 
sessment  for  the  fiscal  year  which  began 
August  1,  1963.  The  proposal  was  based 
on  the  recommendation  of  the  Filbert 
Control  Board  and  other  available  in¬ 
formation,  pursuant  to  the  provisions  of 
amended  Marketing  Agreement  No.  115 
and  Order  No.  982  (7  CFR  Part  982), 
regulating  the  handling  of  filberts  grown 
in  Oregon  and  Washington,  effective 
imder  the  Agricultural  Marketing  Agree¬ 
ment  Act  of  1937,  as  amended  (7  U.S.C. 
601-674). 

The  notice  afforded  interested  persons 
opportunity  to  file  written  data,  views, 
or  argiunents  pertaining  thereto  with 
the  Department  for  consideration  prior 
to  final  action  on  the  proposal.  The  pre¬ 
scribed  time  has  elapsed  and  no  such 
commiyiiication  has  been  received. 

After  consideration  of  all  relevant 
matters  presented,  including  those  in 
the  notice,  it  is  hereby  found  that  ex¬ 
penses  of  the  Filbert  Control  Board  in 
the  amount  of  $22,995  and  an  assessment 
rate  of  0.20  cent  per  pound  of  merchant¬ 
able  filberts  will  effectuate  the  declared 
policy  of  the  act. 

Therefore,  the  expenses  of  the  Filbert 
Control  Board  and  rate  of  assessment 
for  the  fiscal  year  beginning  August  1, 
1963,  are  established  as  follows: 

§  982.308  Expenses  of  the  Filbert  Con¬ 
trol  Board  and  rate  of  assessment  for 
the  1963—64  fiscal  year. 

(a)  Expenses.  Expenses  that  are  rea¬ 
sonable  and  likely  to  be  incurred  by  the 
Filbert  Control  Board  during  the  fiscal 
year  beginning  August  1, 1963,  in  accord¬ 
ance  with  S  982.60.  Will  amount  to 
$22,995;  and  the  Board  is  authorized  to 
incur  such  expenses. 

(b)  Rate  of  assessment.  The  rate  of 
assessment  for  said  fiscal  year,  payable 
by  each  handler  in  accordance  with 
§  982.61,  is  fixed  at  0.20  cent  per  pound 
of  filberts. 

It  is  hereby  found  that  good  cause 
exists  for  not  postponing  the  effective 
time  of  this  action  until  30  days  after 
publication  in  the  Federal  Register  (5 
UJ3.C.  1001-1011)  in  that:  (1)  The  rele¬ 
vant  provisions  of  said  amended  market¬ 
ing  agreement  and  this  part  require  that 
the  assessment  rate  fixed  for  a  particular 
fiscal  year  shall  be  applicable  to  all  as¬ 
sessable  filberts  from  the  beginning  of 
such  year;  and  (2)  the  current  fiscal  year 
began  on  August  1, 1963,  and  the  assess¬ 
ment  rate  herein  fixed  will  automatically 
apply  to  all  assessable  filberts  beginning 
with  such  date. 

(Secs.  1-19,  48  Stat.  31,  as  amended;  7  U-S.C. 
601-674) 

Dated:  October  31, 1963. 

Floyd  F.  Hedlund, 
Director, 

Fruit  and  Vegetable  Division. 

[PR.  Doc.  63-11699;  Piled,  Nov.  4,  1963; 

8:47  am.] 
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to  whom  it  does  not  apply;  and  (4)  that  long  as  an  acceptable  alternative  means  is  purely  a 
to  require  the  carriers  serving  the  United  of  giving  the  notice  appears  available,  ever,  even 
States  to  revise  their  tickets  either  would  the  Board  is  reluctant  to  compel  the  car-  such  consi 
endanger  the  valuable  uniformity  which  riers  to  reprint  their  tickets  to  give  the  way  to  the 
has  been  achieved  through  the  xATA  improved  notice.  of  the  pas 

standard  ticket  or  else  would  require  As  to  the  text  of  the  Warsaw  notice,  limitation 
ticket  agents  and  carriers  to  maintain  our  notice  of  proposed  rule  making  pro-  for  death 
separate  ticket  stocks  for  domestic  and  posed  essentially  to  add  the  dollar  at  the  tick 
international  passengers.  amount  of  the  Convention  limit  to  the  written  st 

We  are  persuaded  by  certain  of  the  present  language  of  the  lATA  standard  gers  by  oni 
considerations  advanced  by  the  carriers  ticket.  The  carriers  favored  the  Ian-  constitute, 
that  to  require  printing  the  advice  only  guage  recently  adopted  by  ATC,  and 
on  the  ticket  itself  would  not  be  in  the  NACCA  urged  that  the  carriers  be  re¬ 
public  interest.  A  notice  on  a  separate  quired  to  print  on  the  ticket  a  longer  and 
piece  of  paper,  inserted  in  the  ticket  en-  more  detailed  notification  of  the  effect 
velope,  would  appear  to  be  a  more  effec-  of  the  Convention,  together  with  Infor- 
tive  means  of  attracting  the  attention  mation  as  to  where  and  when  insurance 
of  passengers  to  the  liability  limits  of  the  should  be  purchased  and  the  tax  impli- 
Convention  than  printing  the  same  in-  cations  and  other  aspects  of  various 
formation  on  the  ticket.  The  methods  types  of  insurance, 
suggested  by  the  carriers  would  also  We  will  retain  the  basic  form  of  the 
avoid  the  necessity  of  revising  the  stand-  language  set  forth  in  our  notice  of  pro- 
ard  form  lATA  ticket  or  of  requiring  the  posed  rule  making.  However,  we  will 
carriers  and  their  agents  to  maintain  change  the  heading  to  make  the  subject 
separate  stocks  of  tickets  for  the  inter-  matter  of  the  notice  more  readily  ap- 
national  passengers  covered  by  the  Board  parent  and  we  will  include  language  in 
regulation.  the  text  to  make  clear  that  the  Warsaw 

However,  the  effectiveness  of  the  ATC  Convention  may  be  applicable  to  the 
method  of  giving  the  notice  is  dependent  passenger’s  entire  journey,  including  do- 
upon  whether  the  airline  ticket  clerk  or  mestic  segments.  We  do  not  adopt  the 
independent  travel  agent  remembers  to  first  paragraph  of  the  ATC  notice  which 
insert  or  attach  the  necessary  piece  of  begins  with  a  discursive  and  unnecessary 
paper.  In  the  ticketing  there  will  in-  recital  of  the  legal  relationship  between 
evltably  be  some  passengers  who  will  not  carriers  and  passengers  under  the  War- 
receive  the  piece  of  paper.  Printing  the  saw  Convention.  Without  regard  to 
noUce  on  the  ticket  envelope  also  pre-  whether  this  recital  is  legally  deficient 
sents  difficulties.  Where  a  travel  agent  as  NACCA  contends,  its  placement  and 
does  not  use  that  carrier’s  ticket  enve-  content  are  such  as  to  divert  the  passen- 
lope,  adequate  written  notice  of  the  Con-  ger  from  the  more  in^rtant  part  of  the 
vention  may  not  be  received  by  the  pas-  notice  which  is  the  dollar  amount  of  the 
senger  until  he  presents  his  ticket  to  the  carrier’s  liability  limit  for  death  or  in¬ 
carrier  and  receives  one  of  the  carrier’s  jury.  ’The  language  we  have  adopted 
envelopes.  On  the  other  hand,  printing  advises  the  passenger  of  the  dollar  limit 
the  notice  on  the  ticket  would  assure  that  and  other  pertinent  aspects  of  the  Con- 
in  every  case  where  the  carrier  is  able  vention  in  a  more  intelligible  form, 
to  claim  the  Convention  limits,  a  suf-  We  will  incorporate  in  the  text  of  the 
ficientiy  clear  notice  of  such  limits  is  in  required  notice  without  change  tiie  sec- 
fact  delivered  to  the  passenger.  ond  paragraph  of  the  ATC  notice  re¬ 

in  view  of  the  advantages  and  disad-  lating  to  the  availability  of  insurance, 
vantages  which  attach  to  the  various  Such  language  is  desirable  and  adequate 
methods  of  giving  written  notice  of  the  for  the  purpose.  Contrary  to  the  sug- 
Convention,  the  Board  will  give  the  car-  gestion  of  NACCA,  we  consider  it  un- 
riers  three  options  under  the  regulation,  necessary  and  inappropriate  to  require 
They  will  be  authorized  to  print  the  no-  the  carriers  to  furnish  passengers  an 
tice  in  at  least  ten  point  type:  (1)  on  the  extensive  explanation  of  the  estate  and 
ticket  (i.e.,  on  each  ticket  coupon,  or  tak  advantages  and  disadvantages  of 
elsewhere  in  the  ticket  booklet) ;  (2)  on  various  t3n?es  of  insurance  which  may  be 
a  piece  of  paper  either  placed  in  the  purchased, 
ticket  envelope  or  attached  to  the  ticket; 
or  (3)  on  the  ticket  envelope.  In  cases 
where  carriers  elect  to  use  (2)  or  (3) 

above,  it  will  be  necessary  that  they  make  conspicuous  sign  at  each  location  in  the 
vigorous  efforts  to  assure  that  their  United  States  where  tickets  are  sold  for 
clerks  and  ticket  agents  actually  deliver  journeys  covered  by  the  Convention, 
the  written  notice  to  each  passenger  sub-  ’Hie  carriers  oppose  this  provision  on 
ject  to  the  Convention.  In  this  connec-  grounds  that  it  might  unduly  alarm  do- 
tion,  the  Board  will  maintain  close  sur-  mestic  passengers  who  are  not  affected 
veillance  to  assure  compliance  and  should  by  the  Convention.  They  contend  a.i«n 
it  appear  that  passengers  are  not  actually  that  the  passenger’s  attention  would  be 
receiving  the  notice,  prompt  consldera-  distracted  from  the  sign  by  other  signs 
tion  wUl  be  given  to  appropriate  amend-  and  advertisements  at  the  ticket  counter, 
ment  of  this  regulation.  and  that  some  airport  authorities  pro- 

The  question  of  the  ratification  of  the  hibit  the  posting  of  signs  at  ticket  coun- 
Hague  Protocol  to  the  Warsaw  Conven-  tera 

tion  is  pending  in  the  United  States  Sen-  in  the  absence  of  any  information  or 
ate.  and  associated  legislation  which  experience,  the  question  of  whether 
would  require  U.S.  carriers  to  provide  advising  International  pas- 

accident  insurance  to  Warsaw  passengers  sengers  as  to  the  Warsaw  Convention 
is  being  recommended  to  the  Congress,  would  unduly  alarm  domestic  passengers 
While  these  matters  are  pending  and  so  or  injure  the  domestic  air  travel  market 


ters  will,  to  some  extent,  distract  from 
the  Warsaw  sign.  On  the  other  hand, 
the  presence  of  such  material  attests  to 
the  value  of  signs  at  ticket  counters  in 
communicating  information  to  passen¬ 
gers.  As  to  the  carriers’  contention  that 
airport  regulations  at  some  points  pro¬ 
hibit  posting  the  Warsaw  notice  at  ticket 
counters,  section  403(a)  of  the  Federal 
Aviation  Act  of  1958  provides  that  car¬ 
rier  tariffs  be  filed,  posted  and  pub¬ 
lished  in  such  form  and  manner  and 
contain  such  information  as  the  Board 
shall  by  regulation  prescribe.  A  regu¬ 
lation  of  the  Board,  pursuant  thereto, 
would  clearly  take  precedence  over  a 
confiicting  airport  regulation. 

NACCA  supported  the  Board’s  propos¬ 
al  for  a  sign  at  ticket  counters  but  in 
the  same  detailed  language  which  they 
urged  be  included  on  tickets.  In  ad¬ 
dition,  they  pro];k>sed  that  the  notice  be 
required  on  all  airline  advertising  and 
schedules  for  Warsaw  transportation. 
The  language  suggested  by  NACCA  is  re¬ 
jected  for  reasons  discussed  above.  In 
addition,  the  methods  of  promulgating 
the  notice  adopted  herein  are  adequate 
and  there  is  no  need  for  further  notifica¬ 
tion  by  carriers  in  their  advertising  or 
schedules. 

These  amendments  to  Part  221  will  be 
made  effective  February  1, 1964,  to  permit 
the  carriers  to  elect  the  course  of  action 
they  intend  to  follow,  amend  their  tariffs, 
instruct  their  ticket  personnel  and 
agents,  and  print,  distribute,  and  post  the 
required  notices  and  signs. 

’The  method  of  advising  passengers 
of  the  Warsaw  Convention  prescribed 
herein  is  in  many  respects  inconsistent 
with  the  arrangement  adopted  by  the 
carriers  in  the  ATC  agreement  (Agree- 
In  our  notice  of  proposed  rule  making  ment  CAB  No.  16950) .  Upon  the 
we  proposed  also  that  a  notice  contain-  effect  of  this  regulation,  the  ATC  agree¬ 
ing  the  same  language  be  posted  on  a  ment  will  serve  no  useful  purpose.  The 

public  interest  does  not  therefore  require 
the  approval  of  the  agreement  under 
section  412  of  the  Act  and  it  will  be  dis¬ 
approved.  The  re-examination  of  our 
approval  of  the  lATA  Standard  Form 
of  Ticket  and  Baggage  Check  initiated 
by  Order  E-19447  of  April  1.  1963.  wiU 
continue  in  order  to  give  us  an  opportu¬ 
nity  to  observe  the  carriers’  practices 
under  the  amendments  to  Part  221  pro- 
mulfi^ated  herein. 

In  consideration  of  the  foregoing,  the 
Civil  Aeronautics  Board  hereby  amends 
Part  221  of  the  Economic  Regulations 
(14  CFR  Part  221),  effective  February  1, 
1964,  as  foUows: 

1.  By  amending  I  221.4  by  adding  a 
new  paragraph  (bb)  to  read  as  follows: 


Tuesday,  November  5,  1963 


FEDERAL  REGISTER 


11777 


(bb)  “Warsaw  Convention”  means  the 
Convention  for  the  Unification  of  Certain 
Rules  Relating  to  International  Trans¬ 
portation  by  Air.  49  Stat.  3000. 

2!  By  adding  a  new  paragraph  (j)  to 
§  221.38  to  read  as  follows; 

(j)  Notice  of  limitation  of  liability  for 
death  or  injury  under  the  Warsaw  Con¬ 
vention.  Notwithstanding  the  provi¬ 
sions  of  paragraph  (h)  of  this  section, 
each  air  carrier  and  foreign  air  carrier 
shall  publish  in  its  tariffs  a  provision 
stating  whether  it  avails  itself  of  the 
limitation  on  liability  to  passengers  as 
provided  in  Article  22(1)  of  the  Warsaw 
Convention  or  whether  it  has  elected  to 
agree  to  a  higher  limit  of  liability  by  a 
tariff  provision.  Unless  the  carrier  elects 
to  assume  unlimited  liability,  its  tariffs 
shall  contain  a  statement  as  to  the  ap¬ 
plicability  and  effect  of  the  Warsaw  Con¬ 
vention,  including  the  amount  of  the 
liability  limit  in  dollars.  Where  appli¬ 
cable,  a  stat«nent  advising  passengers 
of  the  amoimt  of  any  higher  limit  of 
liability  assumed  by  the  carrier  shall  be 
added. 

3.  By  amending  S  221.171(b)  to  read 
as  follows: 

(b)  A  carrier  will  be  deemed  to  have 
complied  with  the  requirement  that  it 
“post”  tariffs,  if  it  maintains  at  each 
station,  office,  or  location  a  file  in  c(»n- 
plete  form  of  all  tariff  publications  re¬ 
quired  to  be  posted;  and  in  the  case  of 
tfulffs  involving  passenger  fares,  rules, 
charges  or  practices,  notice  to  the 
passenger  as  required  in  S8  221.174  and 
221.175. 

4.  By  amending  subpart  N  by  adding 
a  new  section  to  read  as  follows: 

§  221.175  Special  notice  of  limited  lia¬ 
bility  for  death  or  injury  under  the 
Warsaw  Convention. 

(a)  In  addition  to  the  aforesaid  re- 
cjuirements  of  this  subpart,  each  air 
carrier  and  foreign  air  carrier  which, 
to  any  extent,  avails  itself  of  the  limita¬ 
tion  on  liability  to  passengers  provided 
by  the  Warsaw  Convention,  shall,  at  the 
time  of  delivery  of  the  tichet,  fundsh 
to  each  passenger  whose  transi>ortation 
is  governed  by  the  Convention  and  whose 
idace  of  departure  or  place  of  destina¬ 
tion  is  in  the  United  States,  the  follow¬ 
ing  statement  in  writing: 

Advice  to  International  Passengers  on 
Limitation  or  Liabilitt 

Pssseiigers  embarking  upon  a  Journey  in¬ 
volving  an  ultimate  deetlnatlon  or  a  stop  In 
a  country  other  than  the  country  of  de¬ 
parture  are  advised  that  the  provisions  of 
a  treaty  known  as  the  Warsaw  (Convention 
may  be  applicable  to  their  entire  Journey 
Including  the  portion  entirely  within  the 
countries  of  departure  and  deetlnatlon.  The 
Convention  governs  and  In  most  oases  limits 
the  liability  of  earrlers  to  passengers  for 
death  or  personal  Injury  to  approElmately 
11.200  and  limits  liability  for  loss  or  dam- 
sge  to  baggage. 

Additional  protection  can  luuallj  be  ob¬ 
tained  by  purchasing  Insurance  from  a 
private  company.  Such  Insurance  Is  not 
affected  by  any  limitation  at  the  oarrlar^ 
llabUity  under  the  Warsaw  Oonventlon. 
Mv  further  Information  please  consult  your 
airline  or  Insurance  company  representative. 


Provided,  however.  That  when  the  car¬ 
rier  elects  to  agree  to  a  higher  limit  of 
liability  to  passengers  than  that  provided 
in  Article  22(1)  -  of  the  Warsaw  Conven¬ 
tion,  such  statement  shall  be  modified  to 
refiect  the  higher  limit.  The  statement 
prescribed  herein  shall  be  printed  in  tjrpe 
at  least  as  large  as  ten  point  modem 
tjrpe  and  in  ink  contrasting  with  the 
stock  on  (1)  each  ticket;  (2)  a  piece  of 
paper  either  placed  in  the  ticket  enve¬ 
lope  with  the  ticket  or  attached  to  the 
ticket;  or  (3)  on  the  ticket  envelope. 

(b)  Each  air  carrier  and  foreign  air 
carrier  which,  to  any  extent,  avsdls  itself 
of  the  limitation  on  liability  to  passen¬ 
gers  provided  by  the  Warsaw  Conven¬ 
tion,  shaU  also  cause  to  be  displayed 
(»ntinuously  in  a  conspicuous  public 
place  at  each  desk,  station,  and  position 
in  the  United  States  which  is  in  charge 
of  a  person  employed  exclusively  by  it 
or  by  it  jointly  with  another  person,  or 
by  any  agent  employed  by  such  air  car¬ 
rier  or  foreign  air  carrier  to  sell  tickets 
to  passengers  whose  transportation  may 
be  governed  by  the  Warsaw  Convention 
and  whose  place  of  departure  or  desti¬ 
nation  may  be  in  the  United  States,  a 
sign  which  shall  have  printed  thereon 
the  statement  prescribed  in  paragraph 
(a)  of  this  section.  Such  statement 
shall  be  printed  in  bold  face  type  at  least 
one  fourth  of  an  inch  high. 

(Sec.  204  of  the  Federal  Aviation  Act  of  1958, 
as  amended.  72  Stat.  743;  49  UJ3.C.  1324. 
Interpret  or  apply  secs.  401(e),  408  and  411, 
72  Stat.  754,  758  and  769;  49  n.S.C.  1871, 
1378  and  1881) 

Effective:  February  1,  1964. 

Adopted:  October  31,  1963. 

By  the  CfivU  Aeronautics  Board: 

[ssAL]  Harold  R.  Sakdkrson, 

Secretary. 

[FJEl.  Doc.  63-11698;  FUed,  Nov.  4.  1963; 

8:47  am.] 


Chapter  III — Federal  Aviation  Agenqf 

SUBCHAPTER  C — AIRCRAH  REGULATIONS 

[Regulatory  Docket  No.  1948;  Arndt.  638] 

PART  507— AIRWORTHINESS 
DIRECTIVES 

Douglas  DCS  Series  Aircraft 

A  proposal  to  amend  Part  507  of  the 
regulations  of  the  Administrator  to  in¬ 
clude  an  airworthiness  directive  requir¬ 
ing  inspection  and  replacement  of  the 
upper  attach  angles  and  doublers  on  DC3 
Series  aircraft  was  published  In  28  FJl. 
9993. 

Interested  persons  have  been  afforded 
an  opportunity  to  participate  in  the 
making  of  the  amendment.  No  objec¬ 
tions  were  received. 

In  consideration  of  the  foregoing,  and 
pursuant  to  the  authority  delegate  to 
me  by  the  Administrator  (25  FR.  6489) . 
I  507.10(a)  of  Part  507  (14  CPR  Part 
507),  Is  hereby  amended  by  adding  the 
following  new  airworthiness  directive: 

Douulas.  Appllw  to  all  DOB  8«1m  Includ- 
lag  mlUUury  typo  0-47,  0-47A.  D-47B. 
0-48.  0-4BA.  &-40.  C-MA.  O-40B.  0-4»C. 
C-40D.  0-48J.  0-4BK.  O-M,  O-BOA.  O- 
BOB,  0-600.  O-BOD,  O-Bl,  O-Bt,  0-B2A. 


0-62B,  C-62C,  0-68,  C-53B.  0-B3C, 

C^-SSD,  <3-68,  0-1 17A.  and  R4D  Series, 
except  R4D-8  aircraft. 

Compliance  required  as  Indicated. 

(a)  Unless  already  accomplished  within 
the  last  400  hours’  time  In  service,  within 
the  next  60  hours’  time  In  service  after  the 
effective  date  of  this  AD,  Inspect  the  wing 
upper  attach  angles  on  both  the  outer  wing 
and  center  section  between  the  front  and 
rear  spars  for  cracks.  Use  at  least  a  4-power 
magnifying  glass.  Relnspect  at  periods  not 
to  exceed  450  hours’  time  in  service  from 
the  last  Inspection.  Replace  cracked  attach 
angles  before  further  flight. 

(b)  At  the  next  wing  removal.  Inspect  all 
wings  In  the  manner  specified  In  (c),  and 
relnspect  at  Intervals  not  to  exceed  8,000 
hours  thereafter. 

(c)  At  the  times 'specified  In  (b),  the  re¬ 
moved  wings  shall  be  thorougMy  cleaned 
and  Inspected  as  follows: 

(1)  Inspect  the  center  and  outer  wing 
upper  attach  angles  doubler  for  cracks  along 
the  radius  of  the  bent-up  flange  at  the  wing 
attachment  point.  Conduct  the  inspection 
with  a  6-power  magnifying  glass  or  by  dye 
penetrant. 

(2)  Inspect  the  center  and  outer  wing 
upper  attach  angles  including  thA  area  be¬ 
tween  the  attaching  bolt  holes  for  evidence 
of  cracks.  Remove  all  paint  to  i>ennit  in¬ 
spection  with  a  6-power  magnifying  glass  or 
by  dye  penetrant. 

(d)  Replace,  before  further  fiight,  any 
cracked  parts  found  during  the  inspection 
set  forth  in  paragraph  (c)  with  new  parte 
per  Douglas  Service  Bulletin  DC-3  No.  262, 
Reissue  No.  1.  June  14,  1963. 

(e)  The  proper  Installation  allnement  of 
the  attach  angles  and  doublers  described  in 
(d)  shall  be  maintained.  This  shall  be  ac¬ 
complished  by  the  use  of  satisfactory  Jigs  or 
by  FAA  approved  equivalent  means.  Doug¬ 
las  Jig  fixtures  P/Ns  A652-6110506-1-1F2  and 
A652-5110506-1F2  or  P/N’S  C652-5110500- 
lOl-l-lFl  and  C652-5110500-101-1F1  or  those 
that  meet  the  criteria  of  Advisory  Circtilar 
AC  39-1,  are  considered  to  be  satisfactory 
for  allnement  purposes. 

(f)  The  parts  replaced  in  ac<»>rdanoe  with 
paragraph  (d)  shall  be  Inspected  in  accord¬ 
ance  with  the  requirements  of  paragraphs 
(b)  and  (c) .  All  uncracked  peats  which  are 
not  replaced  shall,  continue  to  be  inspected 
per  the  inspection  procedure  of  (c)  with  ad¬ 
herence  to  the  previously  establiRb^  inspec¬ 
tion  schedules  for  these  parts. 

(g)  Whenever  wings  are  being  replaced 
after  modification  per  (d);  whenever  spar 
butt  plates  on  the  center  and  outer  wing, 
the  compression  angles  on  the  center  wing 
at  the  waffle  plates  on  the  outer  wing  are 

.being  reworked  or  replaced;  or  whenever  one 
outer  wing  Is  substituted  for  another,  the 
following  tolerances  shall  be  maintained: 

(1)  ,  Compression  angles  attached  to  the 
corrugations  and  stringers  and  the  spar  cap 
butt  plates  of  the  center  wing  must  be  held 
in  plane  with  the  wrap  around  doublers  on 
the  attach  angle  to  within  plus  0.004  inch/ 
miniu  0.000  inch. 

(2)  Wsdfle  plates  attached  to  the  stringers 
and  the  spar  cap  butt  plates  of  the  outer 
wing  must  be  held  in  plane  with  the  wrap 
around  doublers  on  the  attach  angle  to  with, 
in  plus  0.006  inch/minus  0.000  inch. 

Nots:  The  tolerances  ranges  set  forth  in 
(g)(1)  and  (g)(2)  will  allow  a  flush  to 
0.010  interference  between  the  compression 
angies  and  plates  when  the  wing  is  installed. 
This  interference  fit  assures  the  most  effec¬ 
tive  cllBtrlbution  of  loads  across  the  Joint  and 
the  maximum  service  life. 

(Bouglas  Service  Bulletin  No.  262.  Ralssus 
No.  1.  June  14,  IMS,  covers  this  same  sub¬ 
ject.) 

This  unendment  shall  becoaie  sffoc- 
tive  December  6,  1963. 
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(Secs.  313(a).  601,  603;  72  Stat.  762,  776,  776; 
49  U.S.C.  1354(a),  1421, 1423) 

Issued  in  Washington,  D.C.,  on  Octo¬ 
ber  29,  1963. 

W.  Llotd  Lane, 

Acting  Director, 
Flight  Standards  Service. 

[F.R.  Doc.  63-11662;  Piled,  Nov.  4,  1963; 

8:48  ajn.] 

Title  16-COMMERCIAL 
PRACTICES 

Chapter  I — Federcrl  Trade  Commission 

[Docket  8478  o.] 

PART  13 — PROHIBITED  TRADE 
PRACTICES 

American  Home  Products  Corp.  and 
Whitehall  Laboratories 

Subpart — ^Advertising  falsely  or  mis¬ 
leadingly:  §  13.170  Qualities  or  properties 
of  product  or  service;  §  13.170^2  Medi¬ 
cinal,  therapeutic,  healthful,  etc.  Sub¬ 
part — ^Neglecting,  unfairly  or  deceptively, 
to  make  materi^  disclosure:  S  13.1863 
Limitations  of  product.^  Subpart — ^Us¬ 
ing  deceptive  techniques  in  advertising; 
§  13.2275  Using  deceptive  techniques  in 
advertising;  §  13.2275-70  Television  de¬ 
pictions. 

(Sec.  6,  38  Stat.  721;  15  UA.C.  46.  Interpret 
or  apply  sec.  6,  38  Stat.  719,  as  amended;  15 
n.S.C.  45)  (Cease  and  desist  order,  Ameri¬ 
can  Home  Products  Corporation  d.b.a.  White- 
haU  Laboratories,  New  York,  N.Y.,  Docket 
8478,  Sept.  27.  1963] 

In  the  l^atter  of  American  Home  Prod- 

iLcts  Corporation  d.b.a.  Whitehall 

Laboratories 

Order  requiring  New  York  City  dis¬ 
tributor’s  of  a  liquid  anesthetic  desig¬ 
nated  “Outgro”  to  cease  representing 
falsely  through  advertising  in  newspa¬ 
pers  and  magazines  and  especially  by  tel¬ 
evision  broadcasts  that  their  said  prep¬ 
aration  would  instantly  relieve  and  would 
cure  ingrown  toenails  and  the  pain  and 
infection  therefrom;  and  to  cease  using 
the  word  “Outgro”  without  a  conspicu- 
our  accompanying  statement  that  the 
product  would  not  affect  the  growth  or 
position  of  the  toenail. 

The  order  to  cease  and  desist,  includ¬ 
ing  further  order  requiring  report  of 
compliance  therewith,  is  as  follows: 

It  is  ordered,  TJiat  respondent,  Ameri¬ 
can  Home  Products  Corporation,  a  corpo¬ 
ration,  and  its  officers,  agents,  represent¬ 
atives  and  employees,  doing  business 
under  any  name  or  through  any  cor¬ 
porate  or  other  device,  in  connection  with 
the  sale,  offering  for  sale  or  distribution 
of  the  product  that  respondent  manu¬ 
factures  and  sells  imder  the  name  of 
“Outgro”,  or  any  other  product  of  sub¬ 
stantially  similar  composition  and  in¬ 
tended  use,  do  forthwith  cease  and  desist 
from  disseminating  or  causing  to  be  dis¬ 
seminated, 

(1)  By  United  States  mails,  or  in  coiji- 
merce  by  any  means,  for  the  purpose  of 
inducing,  or  which  is  likely  to  induce. 


directly  or  indirectly,  the  piurchase  of 
said  product,  or 

(2)  By  any  means,  for  the  purpose  of 
inducing,  or  which  is  likely  to  induce, 
directly  or  indirectly,  the  purchase  in 
commerce  of  said  product, 

any  advertisement  which: 

(a)  States  or  Implies,  whether  by 
words  or  pictures  or  a  combination  there¬ 
of,  that  said  product  can  or  will; 

(1)  Cure,  or  provide  an  effective  rem¬ 
edy  for,  the  condition  known  as  ingrown 
toenail; 

(2)  Relieve  pain  or  discomfort  result¬ 
ing  from  said  condition,  unless  respond¬ 
ent  clearly  and  conspicuously  states,,  in 
immediate  conjimction  with  any  such 
representation,  that  such  relief  is  partial 
and  temporary  only  and  is  not  complete 
or  permanent; 

(3)  Relieve,  improve  br  cure  infection 
caused  by  or  accompansdng  said  condi¬ 
tion;  or 

(4)  Protect,  prevent  or  guard  against 
such  infection,  unless  respondent  clearly 
and  conspicuously  states,  in  immediate 
conjunction  with  any  such  representa¬ 
tion,  that  said  product  is  preventive  only 
and  cannot  relieve,  improve  or  cure  an 
already  existing  infection,  and  should 
not  be  used  if  infection  has  already  set 
in;  or 

(b)  Contains  the  word  “Outgro”  or  any 
similar-sounding  or  similar-appearing 
word  suggestive  of  growth,  unless  re¬ 
spondent  clearly  and  conspicuously 
states,  in  immediate  conjunction  with 
any  such  word,  that  said  product  does 
not  affect  in  any  way  the  growth,  shape 

•  or  position  of  the  toenail. 

It  is  further  ordered.  That  respondent 
shall  file  witti  the  Conunission,  within 
sixty  (60)  days  after  service  of  the  order 
herein  upon  it,  a  report  in  writing  setting 
forth  in  detail  the  manner  and  form  of 
respondent’s  compliance  with  the  order. 

Issued:  September  27, 1963. 

By  the  Commission. 

[SEAL]  Joseph  W.  Shea, 

Secretary. 

[FJl.  Doc.  63-11656;  Filed,  Nov.  4.  1963; 

8:45  ajn.] 


[Docket  C-607] 

PART  13— PROHIBITED  TRADE 
PRACTICES 

Devcon  Corp.  et  al. 

Subpart — Advertising  falsely  or  mis¬ 
leadingly:  §  13.30  Composition  of  goods; 
§  13.170  Qualities  or  properties  of  prod¬ 
uct  or  service;  9  13.170-88  Tensile 
strength.  Subpart — ^Furnishing  means 
and  instrumentalities  of  misrepresenta¬ 
tion  or  deception;  §  13.1055  Furnishing 
'  means  and  instrumentalities  of  misrep¬ 
resentation  or  deception.  Subpart — 
Using  misleading  name — Cloods: 
9  13.2280  Composition;  9  13.2325  Quali¬ 
ties  or  properties. 

(Bee.  6,  88  stat.  721;  15  UJS.C.  46.  Interpret 
or  apply  sec.  6,  38  Stat.  719,  as  amended;  15 
n.S.C.  46)  [Cease  and  desist  order,  Devcon 
Corporation,  et  al.,  Danvers,  Mass.,  Docket 
C-607.  0;t.  11. 1963] 


In  the  Matter  of  Devcon  Corporation,  a 

Corporation,  and  Albert  M.  Creighton, 

Jr.,  and  E.  Leslie  Hall,  Individually 

and  as  Officers  of  Said  Corporation 

Consent  order  requiring  Danvers, 
Mass.,  distributors  of  repair  materials  to 
wholesalers,  industrial  plants  and  retail 
chain  stores  to  cease  representing  falsely 
by  means  of  the  brand  names  and  in 
pamphlets,  display  cards,  bulletins,  etc., 
that  their  said  repair  products — consist¬ 
ing  principally  of  non-metallic  ma- 
terals — had  the  composition  and  effec¬ 
tiveness  of  hardened  metal  or  of  rubber. 

The  order  to  cease  and  desist,  includ¬ 
ing  further  order  requiring  report  of 
compliance  therewith,  is  as  follows: 

It  is  ordered.  That  respondent  Devcon 
Corporation,  a  corporation,  and  its  offi¬ 
cers.  and  Albert  M.  Creighton,  Jr.,  and 
E.  Leslie  Hall,  individually  and  as  officers 
of  said  corporation,  and  respondents’ 
representatives,  agents  and  employees, 
directly  or  through  any  corporate  or 
other  device,  in  connection  with  the 
offering  for  sale,  sale  or  distribution 
of  “Plastic  Steel”,  “Devcon  Steel”,  “Dev¬ 
con  Liquid  Alumimun”,  “Devcon  Rub¬ 
ber”,  “Devcon  ‘2  ton’  The  Epoxy  ’Super 
Glue’”  or  any  other  products  in  com¬ 
merce  as  “commerce”  is  defined  in  the 
Federal  Trade  Commission  Act.  do  forth¬ 
with  cease  and  desist  from: 

1(a)  Using  the  words  “steel”  or 
“aluminum”  or  any  other  word  or  words 
denominating  metallic  substances  in 
brand  names  to  designate,  describe  or 
refer  to  a  product  that  consists  prin¬ 
cipally  of  non-metallic  ingredients;  pro¬ 
vided.  however,  that  if  a  product 
contains  a  metallic  substance  in  scxne 
form,  the  percentage  thereof  may  be 
stated. 

(b)  Using  the  word  “rubber”  or  any 
other  word  or  words  denominating  rub¬ 
ber  substances  In  brand  names  to  desig¬ 
nate,  describe  or  refer  to  a  product  that 
consists  principally  of  ingredients  other 
than.,jrubber;  provided,  however,  that  if 
a  product  contains  natural  or  S3nithetic 
xnibber  substances  in  some  form,  the  per¬ 
centage  thereof  may  be  stated. 

2.  Representing,  directly  or  by  impli¬ 
cation,  that 

(a)  the  product  designated  “Plastic 
Steel”  or  any  other  product  of  similar 
composition  or  characteristics  forms  a 
hardened  metal  or  a  substance  that  has 
the  effectiveness  or  intrinsic  character¬ 
istics  of  a  hardened  metal  or  of  steel  or 
that  is  not  adversely  affected  by  heat  or 
chemicals; 

(b)  the  products  designated  “Devcon 
Steel”  and  “Devcon  Liquid  Alumimun” 
or  any  other  product  of  similar  com¬ 
position  or  characteristics  are  liquid 
metals  or  that  when  used  they  form 
hardened  metals  or  substances  that  have 
the  effectiveness  or  intrinsic  character¬ 
istics  of  hardened  metals; 

(c)  one  drop  of  the  product  designated 
“Devcon  ‘2  Ton’  The  Epoxy  ‘Super 
Glue’  ”  has  an  adhesive  strength  of  2 
tons  or  an  adhesive  strength  in  any 
amoimt  in  excess  of  the  true  facts. 

3.  Misrepresenting  in  any  manner  the 
nature,  composition,  effectiveness  or 
characteristics  of  their  products. 

4.  Furnishing  or  otherwise  placing  in 
the  hands  of  others  means  and  instru- 
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mentalities  by  and  through  which  they 
may  mislead  the  public  as  to  any  of  the 
matters  and  things  hereinable  pro¬ 
hibited. 

It  is  further  ordered.  That  the  re¬ 
spondents  herein  shall,  within  sixty  (60) 
days  after  service  upon  them  of  this 
order,  file  with  the  Commission  a  report 
in  writing  setting  forth  in  detail  the 
manner  and  form  in  which  they  have 
complied  with  this  order.  i 

Issued:  October  11, 1963. 

By  the  Commission. 

[SEAL]  Joseph  W.  Shea, 

Secretary. 

(FH.  Doc.  63-11657;  Filed.  Nov.  4,  1663; 

8:46  ajtn.j 


{Docket  8047] 

PART  13 — PROHIBITED  TRADE 
PRACTICES 

Spaulding  Bakeries,  Inc.,  et  al. 

Subpart — ^Advertising  falsely  or  mis¬ 
leadingly:  S  13.20  Comparative  data  or 
merits;  1 13.170  Qualities  or  properU^ 
of  product  or  service;  8  13.170-74  Reduc~ 
inff,  nonfattening,  low-caJorie,  etc. 

(Sec.  6.  38  Stat.  721;  15  nB.C.  46.  Interpret 
or  apply  sec.  5,  38  Stat.  719;  as  amended;  IS 
UJB.C.  45) .  [Cease  and  desist  wder,  l^>atild- 
Ing  Bak^ee,  Inc.,  et  al.,  Binghamton,  N.Y., 
Docket  8047,  Sept.  25,  1963] 

In  the  Matter  of  Spaulding  Bakeries, 
Inc.,  a  Corporation,  and  Rexford  W. 
Titus,  Charles  A.  Struble  and  Edward 
S.  Lecky,  Individually  and  as  Officers 
of  Said  Corporation 

Order  requiring  bakers  in  Bingham¬ 
ton.  N.Y.,  to  cease  representing  falsely 
in  newspiqier  advertising,  by  radio 
broadcasts  and  otherwise,  that  their 
“new  SLIM-ETTE  WHITE  BREAD” 
was  a  low  calorie  food,  substantially  dif¬ 
ferent  in  caloric  value  from  ordiimry 
bread,  and  would  cause  the  consumer  to 
lose  weight  and  prevent  him  from 
gaining. 

The  order  to  cease  and  desist  is  as 
follows: 

It  is  ordered.  That  respondent  Spauld¬ 
ing  Bakeries.  Inc.,  and  its  officers,  and 
Rexford  W.  Titus.  Jr.,  and  Charles  A. 
Struble,  individually  and  as  officers  of 
said  corporation,  and  Edward  S.  Lecky, 
as  a  former  ofli^  of  said  corporation, 
and  respondents'  representatives,  agents 
and  employees,  directly  or  through  any 
corporate  or  oUier  device,  in  connection 
with  the  offering  for  sale,  sale  and  dis¬ 
tribution  of  the  food  product  designated 
as  “Sllm-ette  Bread”,  or  any  other  prod¬ 
uct  of  substantially  similar  composi¬ 
tion,  whether  sold  under  the  same  name 
or  under  any  other  name  or  names,  do 
forthwith  cease  and  desist  from: 

1.  Disseminating  or  causing  to  be  dis¬ 
seminated  any  advertisement,  by  means 
of  the  United  States  mails,  or  by  any 
means  in  commerce,  as  “commerce”  is 
defined  in  the  Federal  Trade  Commis¬ 
sion  Act,  which  advertisement  repre¬ 
sents.  directly  or  by  implication,  that: 

(a)  Said  bread  contains  fewer  calo- 
*  ries  than  other  commercial  breads; 


<b)  Substituting  said  bread  for  other 
commercial  breads  in  the  normal  diet 
will  cause  a  loss  of  weight  or  prevent  a 
gain  in  weight,  or  that  said  bread  is 
useful  in  a  reducing  or  weight  control 
diet,  unless  it  is  clearly  and  affirmativeh^ 
disclosed  in  hnmediate  conjunction 
therewith  that  said  bread  has  no  less 
calories  than  other  commercial  breads 
and  its  only  usefulness  in  a  reducing  or 
weight  control  diet  derives  from  the  fact 
that  its  thinner  slices  enable  the  con¬ 
sumer  to  conveniently  serve  and  consiune 
smaller  individual  portions. 

2.  Disseminating  or  causing  to  be  dis¬ 
seminated  any  advertisement,  by  means 
of  the  United  States  mails  or  by  any 
means  in  commerce,  as  “commerce”  is 
defined  in  the  Federal  Trade  Commission 
Act,  in  which  the  words  “Slim-ette”  or 
words  of  similar  import  or  meaning  are 
used  as  the  trade  name  or  designation 
for  respondents’  bread. 

3.  Disseminating  or  causing  to  be  dis¬ 
seminated  any  advertisement,  by  any 
means,  for  the  purpose  of  inducix^,  or 
which  is  likely  to  induce,  directly  or  in¬ 
directly.  the  purchase  in  commerce,  as 
“commerce”  is  defined  in  the  Federal 
Trade  Commission  Act.  of  any  such  food 
product,  which  advertisements  contain 
any  of  the  representations  prohibited  in 
paragraph  1  hereof  or  the  trade  name  or 
designation  prohibited  in  paragraph  2 
hereof. 

It  is  further  ordered.  That  the  com¬ 
plaint  insofar  as  it  relates  to  respondent 
Edward  8.  Lecky  in  his  individual  ca¬ 
pacity  be,  and  the  same  hereby  is.  dis¬ 
missed. 

By  “Decision  of  the  Commission”,  etc., 
order  requiring  report  of  compliance  is  as 
follows: 

It  is  ordered.  That  the  respondents, 
Spaulding  Bakeries.  Inc.,  Rexford  W. 
Titus.  Jr.,  Charles  A.  Struble  and  Edward 
S.  Lecky,  shall,  within  sixty  (60)  days 
after  service  upon  them  of  this  order,  file 
with  the  Commission  a  report  in  writing 
setting  forth  in  detail  the  manner  and 
form  in  which  they  have  complied  with 
the  order  to  cease  and  desist. 

Issued:  September  25,  1963. 

By  the  Commission. 

[seal!  Joseph  W.  Shea, 

Secretary. 

[FJl.  Doc.  63-11668;  FUed,  Nov.  4,  1963; 

8:46  ajn.] 


Title  26-INTERNAL  REVENUE 

Chapter  I — Internal  Revenue  Service, 
Department  of  the  Treasury 
SUBCHAPTEt  D — MISCELLANEOUS  EXCISE  TAXES 
[TJD.  6687] 

PART  48— MANUFACTURERS  AND 
RETAILERS  EXCISE  TAXES 

Application  of  the  Manufacturers  Ex¬ 
cise  Tax  on  Use  and  Sale  of  a  Tax¬ 
able  Article  by  the  Manufacturer, 
Producer,  or  Importer 

'  On  December  12,  1962,  notice  of  pro¬ 
posed  rule  making  with  req^ect  to  regu¬ 


lations  under  sections  4218  and  4219  of 
the  Internal  Revenue  Code  of  1954,  re¬ 
lating  to  the  application  of  the  manu¬ 
facturers  excise  tax  on  the  use  of  a 
taxable  article  by  the  manufacturer,  pro¬ 
ducer,  or  importer,  and  relating  to  the 
sale  of  a  taxable  article  by  a  person  other 
than  the  manufacturer,  producer,  or  im¬ 
porter,  was  published  in  the  Federal 
Register  (27  FR.  12267).  Except  where 
otherwise  specifically  provided,  these 
regulations  are  applicable  to  the  use  or 
sale  on  or  after  January  1,  1959,  of  arti¬ 
cles  subject  to  manufacturers  excise  tax. 
After  consideration  of  all  such  relevant 
matter  as  was  presented  by  Interested 
persons  regarding  the  rules  proposed,  the 
regulations  as  so  proposed  are  hereby 
adopted,  subject  to  the  changes  set  forth 
below: 

Paragi^h  1.  Section  48.4218-1  as  set 
forth  in  the  notice  of  proposed  rule 
making  is  changed  by  revising  subdivi¬ 
sion  (i)  of  paragraph  (b)(2)  and  by 
revising  subparagraph  (1)  of  para¬ 
graph  (d). 

Par.  2.  Paragraph  (c)  of  8  48.4218-5 
as  set  forth  in  the  notice  of  proposed 
rule  making  is  changed. 

This  Treasury  decision  is  issued  und^ 
the  authority  contained  in  section  7M5 
of  the  Internal  Revenue  Code  of  1954 
(68A  Stat.  917;  26  UB.C.  7805) . 

[seal]  Mortimer  M.  Caplin, 
Commissioner  of  Internal  Revenue. 

Approved:  October  28,  1963. 

Stanley  S.  Surrey, 

Asssistant  Secretary  of  the 
Treasury. 

The  following  regulations  are  adopted 
under  sections  4218  and  4219  the  In¬ 
ternal  Revenue  Code  of  1954,  as  amended, 
relating  to  the  application  of  the  manu¬ 
facturers  excise  tax  in  respect  of  the  use 
of  a  taxable  article  by  the  manufacturer, 
producer,  or  Importer,  and  the  applica¬ 
tion  of  such  tax  in  the  case  of  a  sale  of  a 
taxable  Euiiicle  by  a  person  other  than  the 
manufacturer,  producer,  or  Importer. 
Except  where  otherwise  specifically  pro¬ 
vided.  these  regulations  are  applicable  to 
the  use  or  sale  on  or  after  January  1, 
1959,  of  articles  subject  to  manufacturers 
excise  tax. 

Subpart  M — Special  Provisions  Applicablo  to 
Manufochirors  Tax 

USK  BT  MAirTTACTUREB  OR  IlCPOKTXR 
Ck)MSIDXRED  SaIX 

Sec. 

48.4218  Statutory  provlBlons;  use  by  man¬ 
ufacturer  or  Importer  consid¬ 
ered  sale. 

48.4218- 1  Tax  on  use  by  manufacturer,  pro- 

ducer,  or  Importer. 

48.4218- 2  Business  or  personal  use  of 

articles. 

48.4218- 3  Events  subsequent  to  taxable  use 

of  articles. 

48.4218- 4  Use  in  further  manxifacture. 

48.4218- 6  CkHnputation  of  tax. 

Application  op  Tax  in  Cass  op  Salks  by 
Other  Than  Mandpactttrxr  or  Importer 

48.4219  Statutenry  i»ovlsions;  application 
of  tax  in  case  of  sales  by  other 
than  manufacturer  or  Importer. 

48.4219- 1  ApjUcation  of  tax. 
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RULES  AND  REGULATIONS 


Subpart  M — Special  Provisions  Appli* 
cable  to  Manufacturers  Tax 

Use  bt  Manotactorsb  ob  Impobtxb 
Considered  Sauc 

§  48.4218  Statutory  provisions;  use  by 
manufacturer  or  importer  consid¬ 
ered  sale. 

Sec.  4218.  Use  by  manufacturer  or  im¬ 
porter  considered  sale — (a)  General  rule.  If 
any  person  manufactures,  produces,  or  Im¬ 
ports  an  article  (other  than  an  article  speci¬ 
fied  In  subsection  (b),  (c),  or  (d))  and  uses 
It  (otherwise  than  as  mat^al  In  the  manu¬ 
facture  or  production  of,  or  as  a  component 
part  of,  another  article  taxable  under  this 
chapter  to  be  manufactured  or  produced  by 
him),  then  he  shall  be  liable  for  tax  under 
this  chapter  In  the  same  manner  as  If  such 
article  were  sold  by  him.  This  subsection 
shall  not  apply  In  the  case  of  gasoline  used 
by  any  person,  for  nonfuel  purposes,  as  a 
material  In  the  manufacture  or  production 
of  another  article  to  be  manufactured  or 
produced  by  him. 

(b)  Tires,  tubes,  and  automobile  receiving 
sets.  Except  as  provided  In  subsection  (d). 
If  any  person  manufactures,  produces,  or 
Imports  a  tire  or  Inner  tube  taxable  under 
section  4071,  or  an  automobile  radio  or 
television  receiving  set  taxable  under  section 
4141,  and  sells  It  on  or  In  connection  with 
the  sale  of  any  article,  or  uses  It,  then  he 
shall  be  liable  for  tax  under  this  chapter  In 
the  same  manner  as  If  such  article  were  sold 
by  him. 

(c)  Automobile  parts,  radio  components, 
camera  lenses,  etc.  If  any  person  manufac¬ 
tures.  produces,  or  Imports  a  part  or  acces¬ 
sory  taxable  under  section  4061(b),  a  radio 
or  television  component  taxable  imder  sec¬ 
tion  4141,  or  a  camera  lens  taxable  under 
section  4171,  and  uses  It  (otherwise  than  as 
material  In  the  manufacture  or  production 
of.  or  as  a  component  part  of,  any  other 
article  to  be  manufactured  or  produced  by 
him),  then  he  shall  be  liable  for  tax  under 
this  chapter  in  the  same  manner  as  if  such 
article  were  sold  by  him. 

(d)  Bicycle  tires  and  tubes.  If  any  person 
manufactures,  produces,  or  Imports  a  bicycle 
tire  (as  defined  in  section  4221(e)(4)(B)) 
or  an  Inner  tube  for  such  a  tire,  and  uses  It 
(otherwise  than  as  matolal  in  the  manufac¬ 
ture  or  production  of,  or  as  a  component 
part  of,  a  bicycle,  other  than  a  rebuilt  or 
reconditioned  bicycle,  to  be  manufactured  or 
produced  by  him),  then  he  shall  be  liable 
for  tax  under  this  chapter  in  the  same  man¬ 
ner  as  if  such  article  were  sold  by  him. 

(e)  Computation  of  tax.  Except  as  pro¬ 
vided  in  section  4223(b),  in  any  case  in 
which  a  person  is  made  liable  for  tax  by  the 
preceding  provisions  of  this  section,  the  tax 
(If  based  on  the  price  for  which  the  article 
Is  sold)  shall  be  computed  on  the  price  at 
which  such  or  similar  articles  are  sold.  In  the 
ordinary  course  of  trade,  by  manufacturers, 
producers,  or  importers,  thereof,  as  deter¬ 
mined  by  the  Secretary  or  his  delegate. 

(Sec.  4218  as  amended  and  in  effect  Jan.  1, 
1956,  and  as  amended  by  sec.  2(a),  Act  of 
Apr.  8.  1960  (74  Stat.  38);  sec.  205(b), 
Federal-Aid  Highway  Act.  1961  (75  Stat. 
126)) 

§  48.4218—1  Tax  on  use  by  manufac¬ 
turer,  producer,  or  importer. 

(a)  In  general.  Section  4218  imposes 
tax  in  respect  of  certain  uses  of  articles 
by  the  actual  manufacturer,  producer, 
or  importer  thereof.  This  section  also 
applies  in  respect  of  the  use  of  articles 
by  any  other  person  who,  pursuant  to  a 
provision  of  chapter  32  of  the  Code,  is 
considered  to  be,  or  is  treated  as,  the 
manufacturer  or  producer  of  the  articles. 
See,  for  example,  section  4223  relating 


to  articles  purchased  tax  free  for  use  in 
further  manufacture. 

(b)  Taxable  articles  in  general — (1) 
Application  of  tax.  If  the  manufac¬ 
turer,  producer,  or  importer  of  an  article 
taxable  imder  chapter  32  of  the  Code 
(other  than  an  article  referred  to  in  par¬ 
agraph  (c) ,  (d) ,  or  (e)  of  this  section) 
uses  the  article  for  any  purpose  other 
than  that  indicated  in  subparagraph  (3) 
or  (4)  of  this  paragraph,  he  shall  be 
liable  for  tax  with  respect  to  the  use 
of  such  article  in  the  same  manner  as 
if  the  article  were  sold  by  hiin. 

(2)  Taxable  use  in  manufacture  of 
nontaxable  articles — (i)  In  general.  In 
the  case  of  an  article  to  which  subpara¬ 
graph  (1)  of  this  paragraph  applies,  tax 
attaches  when  the  manufacturer,  pro¬ 
ducer,  or  importer  of  the  article  uses  it 
as  material  in  the  manufacture  or  pro¬ 
duction  of,  or  as  a  component  part  of, 
another  article  which  is  not  taxable  un¬ 
der  chapter  32  of  the  Code,  regardless 
of  the  disposition  made  of  such  other 
article.  (See  paragraph  (c)  of  §  48.- 
4218-5  for  computation  of  tax  on  such 
use.) 

(ii)  Types  of  use  in  manufacture  of 
nontaxable  articles.  Taxable  use  may 
consist  of  the  incorporation  of  a  taxable 
article,  such  as  an  electric  light  bulb, 
into  a  nontaxable  article,  such  as  a  flash¬ 
light.  Taxable  use  may  also  result  from 
the  combining  of  a  taxable  article  (or 
the  components  thereof)  with  a  non¬ 
taxable  article  (or  the  components  of  a 
nontaxable  article)  resulting  in  a  com¬ 
bination  end  article  which  itself  is  not 
taxable.  Although  the  taxable  article 
may  not  be  a  completely  separable  unit, 
within  the  contemplation  of  the  law  a 
taxable  article  has  been  produced  and 
incorporated  in  the  combination  end 
article.  The  following  are  examples  of 
taxable  articles  so  used: 

(a)  Household  tsrpe  electric  or  gas 
clothes  drier  incorporated  in  a  combina¬ 
tion  washer-drier. 

(b)  Household  t3i>e  electric,  gas.  or 
oil  cooking  range  combined  either  with 
a  range  using  other  means  of  heating 
or  with  a  nontaxable  space  heater. 

(c)  Taxable  radio  receiving  set  incor¬ 
porated  in  a  combination  radio  receiver- 
transmitter  or  in  a  combination  radio 
receiver-intercommunication  system. 

If  an  automobile  part  or  accessory,  radio 
or  television  component,  or  camera  lens 
is  used  as  material  in  the  manufacture 
or  production  of,  or  as  a  component  part 
of,  a  taxable  article  to  which  subpara¬ 
graph  (1)  of  this  paragraph  has  applica¬ 
tion  and  such  article  in  turnHs  used  in 
the  manufacture  or  production  of,  or  as 
a  component  part  of,  a  nontaxable  arti¬ 
cle,  the  part  or  accessory,  component,  or 
lens  is  considered  to  have  been  used  in 
the  manufacture  of  the  taxable  article, 
and  not  in  the  manufacture  of  the  non¬ 
taxable  article.  For  example,  the  use 
of  taxable  radio  conu)onents  in  the  pro¬ 
duction  of  a  taxable  radio  receiving  set 
is  exempt  from  tax  Csee  paragraph  (d) 
of  this  section) .  but  the  use  of  the  radio 
receiving  set  in  the  production  of  a  non¬ 
taxable  combination  radio  receiver- 
transmitter  is  subject  to  tax.  See  section 
6416(b)  (2)  or  6416(b)  (3)  and  the  regu¬ 
lations  thereunder  contained  in  Subpart 


O  for  credit  or  refund  of  tax  paid  in 
respect  of  such  radio  receiver  if  the  com¬ 
bination  radio  receiver-transmitter  is  by 
any  person  exported,  sold  to  a  State  or 
local  government  for  its  exclusive  use. 
sold  to  a  nonproflt  educational  organi¬ 
zation  for  its  exclusive  use.  or  used  or 
sold  for  use  as  supplies  for  vessels  or 
aircraft. 

(3)  Nontaxable  use  in  manufacture  of 
taxable  articles.  The  tax  on  the  use  of 
an  article  to  which  subparagraph  (1)  of 
this  paragraph  has  application  shall  not 
apply  if  the  article  is  used  by  the  manu¬ 
facturer,  producer,  or  importer  thereof 
as  material  in  the  manufacture  or  pro¬ 
duction  of,  or  as  a  component  part  of, 
another  article  taxable  under  chapter 
32  to  be  manufactured  or  produced  by 
him.  It  is  immaterial  what  disposition 
is  made  of  such  other  article. 

(4)  Gasoline.  The  tax  on  the  use  of 
an  article  shall  not  apply  in  the  case  of 
gasoline  used  on  or  after  October  1, 1961, 
by  any  person,  for  nonfuel-purposes,  as  a 
material  in  the  manufacture  or  produc¬ 
tion  of  another  article  to  be  manufac¬ 
tured  or  produced  by  him.  See  section 
4221  and  the  regulations  thereunder  con¬ 
tained  in  Subpart  N.  For  provisions  ap¬ 
plicable  to  use  of  gasoline  by  a  producer 
or  importer  otherwise  than  in  the  pro¬ 
duction  of  other  gasoline,  or  special  mo¬ 
tor  fuel  taxable  under  section  4041(b). 
see  section  4082(c)  and  paragraph  (c)  of 
§  48.4082-1  contained  in  Subpart  H. 

(c)  Tires,  inner  tubes,  and  automobile 
radio  or  television  receiving  sets.  If  the 
manufacturer,  producer,  or  importer  of 
a  tire  or  inner  tube  taxable  under  section 
4071  (other  than  a  bicycle  tire  or  inner 
tube  referred  to  in  paragraph  (e)  of  this 
section) ,  or  an  automobile  radio  or  tele¬ 
vision  receiving  set  taxable  under  section 
4141,  sells  such  article  on  or  in  connec¬ 
tion  with  the  sale  of  any  other  article 
or  uses  it  for  any  purpose,  he  shsdl  ^ 
liable  for  tax  with  respect  to  such  tire, 
inner  tube,  or  radio  or  television  receiv¬ 
ing  set  in  the  same  manner  as  if  it  were 
sold  by  him  as  a  separate  article.  How¬ 
ever,  tax  does  not  apply  where  the  manu¬ 
facturer,  producer,  or  importer  of  the 
tire,  inner  tube,  or  automobile  radio  or 
television  receiving  set  sells  such  article 
on  or  in  connection  with  the  sale  of  an¬ 
other  article  manufactured  by  him  for 
any  of  the  exempt  purposes  specifled  in 
paragraphs  (2)  to  (5),  inclusive,  of  sec¬ 
tion  4221(a)  and  the  regulations  there¬ 
under  contained  in  Subpart  N. 

(d)  Automobile  parts  or  accessories, 
radio  or  television  components,  and  cam¬ 
era  lenses — (1)  Application  of  tax.  If 
the  manufacturer,  producer,  or  importer 
of  an  automobile  part  or  accessory  tax¬ 
able  under  section  4061(b),  a  radio  or 
television  component  taxable  under  sec¬ 
tion  4141,  or  a  camera  lens  taxable  under 
section  4171,  uses  the  article  for  any  pur¬ 
pose  other  than  that  indicated  in  sub- 
paragraph  (2)  of  this  paragraph,  he 
shall  be  liable  for  tax  with  respect  to  the 
use  of  the  article  in  the  same  manner  as 
if  the  article  were  sold  by  him.  For  ex¬ 
ample,  tax  applies  if  the  manufacturer, 
producer,  or  importer  uses  the  article  re¬ 
ferred  to  in  this  subparagraph  for  repair 
or  replacement  purposes  in  connection 
with  equipment  used  by  him  in  the  oper¬ 
ation  of  his  business. 


Tuesday,  November  5,  1963 

(2)  Nontaxable  use  in  manufacture  of 
^  other  articles.  The  tax  on  the  use  of  an 
article  referred  to  In  subparagraph  (1) 
of  this  paragraph  shall  not  apply  if  the 
article  is  used  by  the  manufacturer,  pro¬ 
ducer,  or  importer  thereof  as  material  in 
the  manufacture  or  production  of,  or  as 
a  component  part  of,  any  other  article 
(whether  or  not  taxable  under  chapter 
32)  to  be  manufactured  or  produced  by 
him.  It  is  immaterial  what  disposition 
is  made  of  such  other  article, 

(e)  Bicycle  tires  and  inner  tubes — (1) 
Application  of  tax.  If  the  manufac¬ 
turer,  producer,  or  Importer  of  a  bicycle 
tire  as  defined  in  section  4221(e)  (4)  (B) 
or  an  inner  tube  for  such  a  tire  uses  the 
tire  or  inner  tube  for  any  purpose  other 
than  as  indicated  in  subparagraph  (2)  of 
this  paragraph,  he  shall  be  liable  for  tax 
with  respect  to  the  use  of  the  tire  or 
inner  tube  in  the  same  manner  as  if  the 
article  were  sold  by  him. 

(2)  Nontaxable  use  in  manufacture  of 
other  articles.  The  tax  on  the  use  of  a 
bicycle  tire  or  inner  tube  referred  to  in 
subparagraph  (1)  of  this  paragraph 
shall  not  apply  if  the  tire  or  inner  tube 
is  used  by  the  manufacturer,  producer, 
or  importer  thereof  as  material  in  the 
manufacture  or  production  of,  or  as  a 
component  part  of,  a  new  bicycle  to  be 
manufactured  or  produced  by  him.  It  is 
immaterial  what  disposition  is  made  of 
the  new  bicycle.  Tax,  however,  applies 
in  the  case  of  the  use  of  a  bicycle  tire  or 
inner  tube  by  the  manufacturer,  pro¬ 
ducer,  or  importer  thereof  in  the  rebuild¬ 
ing  or  reconditioning  of  a  used  bicycle. 

(3)  Effective  date.  The  provisions  of 
this  paragraph  shall  apply  to  the  use  on 
or  after  May  1,  1960,  of  a  bicycle  tire 
or  inner  tube  by  the  manufacturer,  pro¬ 
ducer,  or  importer  thereof.  Liability  for 
tax  on  the  use  prior  to  that  date  of  a 
bicycle  tire  or  inner  tube  by  the  manu¬ 
facturer,  producer,  or  importer  thereof 
shall  be  based  on  the  provisions  of  para¬ 
graph  (c)  of  this  section  which  apply 
to  tires  and  inner  tubes  in  general. 

(f)  Use  after  lease.  If  the  manufac¬ 
turer,  producer,  or  importer  of  a  taxable 
article  leases  such  article  and  thereafter 
uses  the  article,  he  incms  liability  for 
tax  on  such  use  as  provided  in  these  reg¬ 
ulations  to  the  same  extent  as  if  the 
article  were  sold  after  being  leased.  See 
section  4217  and  the  regulations  there¬ 
under  in  this  subpart  for  {^plication  and 
computation  of  tax  in  case  of  leased 
articles. 

'  (g)  Time  of  application  of  tax.  Inth4 

case  of  a  taxable  use  of  an  article  by 
-the  manufacturer,  producer,  or  importer 
thereof,  the  tax  attaches  at  the  time  such 
use  begins.  If  tax  applies  by  reason  of 
the  sale  of  an  article  by  the  manufac¬ 
turer,  producer,  or  importer  thereof  on 
or  in  connection  with  his  sale  of  an¬ 
other  article,  the  tax  attaches  at  the  time 
of  the  sale  of  such  other  article. 

(h)  Exemptions  because  of  other  stat¬ 
utory  provisions.  Tax  does  not  apply 
on  the  use  of  an  article  by  the  manu¬ 
facture,  producer,  or  importer  thereof  if 
under  the  applicable  provisions  of  the 
Ck)de  the  sale  of  the  article  for  a  similar 
use  would  not  be  subject  to  tax.  For 
example,  the  use  of  gasoline  by  the  pro¬ 
ducer  thereof  to  propel  tankers  pngagivi 
in  foreign  trade  which  are  owned  or 
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leased  by  the  producer  would  not  be  sub¬ 
ject  to  tax  under  section  4718  since  a 
sale  for  such  use  would  be  exempt  from 
tax  as  provided  in  section  4221(a)(3). 
Also,  tax  need  not  be  paid  with  reQ>ect 
to  the  use  of  an  article  by  the  manu¬ 
facturer.  producer,  or  importer  thereof  if 
such  use  would  qualify,  under  the  pro¬ 
visions  of  section  6416(b),  for  credit  or 
refund  of  the  tax  paid. 

§  48.4218-2  Basineae  or  personal  use  of 

articles. 

(a)  Business  use.  Section  4218  ap¬ 
plies  to  the  use  by  a  person,  in  the  op¬ 
eration  of  any  business  in  which  he  is 
engaged,  of  a  taxable  article  which  has 
been  manufactured,  produced,  or  im¬ 
ported  by  him  or  his  agent.  For  ex¬ 
ample,  a  person  engaged  in  the  operation 
of  a  dairy  business  incurs  liabili^  for  tax 
with  respect  to  a  truck  body  manufac¬ 
tured  by  him  and  used  in  the  operation 
of  his  dairy  business. 

(b)  Personal  use.  The  tax  on  use  of 
a  taxable  article  does  not  attach  in  cases 
where  an  individual  incidentally  manu¬ 
factures,  produces,  or  imports  a  taxable 
article  for  his  personal  use  or  causes  a 
taxable  article  to  be  manufactured,  pro¬ 
duced,  or  imported  for  his  personal  use. 

§  48.4218-3  Events  subsequent  to  tax¬ 
able  use  of  article. 

Liability  for  tax  incurred  on  the  use 
of  an  article  is  not  extinguished  or  re¬ 
duced  because  of  any  subsequent  sale  or 
lease  of  the  article  even  if  such  sale  or 
lease  would  have  been  exempt  if  the 
article  had  been  so  sold  or  leased  prior 
to  use.  If  a  manufacturer,  producer, 
or  importer  of  an  article  incurs  liability 
for  tax  on  his  use  thereof,  and  there¬ 
after  sells  or  leases  the  article  in  a  trans¬ 
action  which  otherwise  would  be  sub¬ 
ject  to  tax,  liability  for  tax  is  not  in¬ 
curred  on  such  sale  or  lease. 

§  48.4218-^  Use  in  further  numufac- 
ture. 

t  For  purposes  of  section  4218  and 
S  48.4218-1,  an  article  is  used  as  ma¬ 
terial  in  the  manufacture  or  production 
of,  or  as  a  component  part  of,  another 
article,  if  it  is  incorporated  in,  or  is  a 
part  or  accessory  of,  the  other  article. 
Lubricating  oil  in  the  crank  case  of  an 
automobile  is  an  example  of  a  taxable 
article  used  as  material  in  the  manu¬ 
facture  or  production  of,  or  as  a  com¬ 
ponent  part  of,  another  article.  How¬ 
ever,  an  article  which  is  consumed  in 
the  manufacturing  process  so  that  it  is 
not  a  physical  part  of  the  manufactured 
article  is  not  used  as  materia  in  the 
manufacture  or  production  of,  or  as  a 
component  part  of,  such  other  article. 
Thus,  lubricating  oil  consumed  in  test¬ 
ing  automobile  engines  or  in  .operating 
plant  machinery  in  the  course  of  the 
manufacture  of  automobiles,  is  not  used 
as  material  in  the  manufacture  or  pro¬ 
duction  of,  or  as  a  component  part  of, 
the  automobile. 

§  48.4218—5  Computation  of  tax. 

(a)  Tax  based  on  price.  Except  as 
provided  In  paragraph  (d)  of  this  sec¬ 
tion,  tax  liability  incurred  on  the  use  of 
an  article  shall  be  computed  (m  the  price 
at  which  such  or  similar  articles  are 
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sold  in  the  ordinaxy  course  of  trade  by 
manufacturers,  producers,  or  importers 
thereof  and  in  the  absence  of  special  ar- 
rangonents.  For  additional  provisions 
applicable  in  computing  the  tax  in  the 
case  of  the  use  of  an  article  by  a  manu¬ 
facturer  or  producer  who  purchased  the 
article  free  of  tax  imder  section  4221 

(a)  (1)  for  use  by  him  in  further  manu- 
factiue,  see  section  4223(b)  and  the 
regulations  thereunder. 

(b)  Articles  regularly  sold  by  manu¬ 
facturer.  If  the  manufacturer,  producer, 
or  importer  of  an  article  regiilarly  sells 
such  articles  at  wholesale  in  arm’s  length 
transactions,  tax  liability  on  his  use  of 
any  such  article  shall  be  computed  on 
his  lowest  established  wholesale  price  for 
such  articles  in  effect  at  the  time  of  the 
taxable  use.  In  establishing  such  price, 
there  shall  be  included  and  excluded,  as 
applicable,  the  charges  and  readjust¬ 
ments  specified  in  sections  4216(a).  4216 
(f),  and  6416(b)(1),  as  in  effect  at  the 
time  tax  liability  on  the  use  of  the  article 
is  incurred,  and  the  regulations  there¬ 
under  contained  in  this  subpart  and  sub¬ 
part  O.  If  the  manufacturer,  producer, 
or  importer  of  an  article  does  not  regu¬ 
larly  sell  such  articles  at  wholesale  in 
arm’s  length  transactions,  a  constructive 
price  on  which  the  use  tax  shall  be  com¬ 
puted  will  be  determined  by  the  Com¬ 
missioner.  This  price  will  be  established 
after  considering  the  selling  practices 
.  and  price  structures  of 
producers,  and  importers  of  similar 
articles. 

(c)  Articles  governed  by  section  4218 
(a)  used  in  manufacture  of  nontaxable 
combination  articles.  If  the  manufac¬ 
turer,  producer,  or  importer  of  an  arti¬ 
cle  to  which  section  4218(a)  applies  does 
not  regularly  sell  such  article  sepa¬ 
rately  but  uses  It  as  material  in  the 
manufacture  or  production  of,  or  as  a 
component  part  of,  a  nontaxable  com¬ 
bination  article  consisting  of  a  taxable 
and  nontaxable  article,  liability  for  tax 
on  his  use  shall  be  computed  on  the 
constructive  price  of  the  taxable  article 
at  the  time  of  use.  To  determine  the 
constructive  price  of  the  taxable  article 
in  such  case,  the  combination  article  is 
considered  to  be  composed  of  (1)  parts 
used  exclusively  in  the  fimctioning  of 
the  taxable  article  in  the  combination, 
(2)  parts  used  exclusively  in  the  func¬ 
tioning  of  the  nontaxable  article  in  the 
combination,  and  (3)  parts,  called  com¬ 
mon  parts,  which  serve  a  dual  function 
in  connection  with  the  parts  in  both 
subparagraphs  (1)  and  (2)  of  this  para¬ 
graph.  The  ratio  which  the  cost  of  the 
parts  in  subparagraph  (1)  of  this  para¬ 
graph  bears  to  the  sum  (ff  the  cost  of 
such  parts  and  the  parts  in  subpara¬ 
graph  (2)  of  this  paragraph  is  applied 
to  the  lowest  established  wholesale  price 
for  which  like  combination  articles  are 
at  the  time  of4he  taxable  use  being  sold 
by  the  manufacturer  or  producer  in  the 
ordinary  course  of  trade.  ’The  result¬ 
ing  amount  is  the  constructive  sale  price 
tex  the  taxable  article  on  which  tax  is 
to  be  computed.  The  cost  of  the  c<Hn- 
mon  parts  is  allocable  to  the  parts  in 
subparagraphs  (1)  and  (2)  of  this  para- 
gnq>h  in  the  same  ratio,  and,  therefore, 
need  not  be  taken  into  account  in  the 
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computation  since  the  inclusion  and 
allocation  of  the  cost  of  such  parts  in 
the  determination  would  not  result  In 
a  different  ratio/  In  determining  the 
lowest  established  wholesale  price  for 
the  combination  article,  there  shall  be 
included  and  excluded,  as  applicable, 
the  charges  and  readjustments  specified 
in  sections  4216(a),  4216(f),  and  6416 
(b)  (1),  as  in  effect  at  the  time  tax  lia¬ 
bility  on  the  use  of  the  taxable  article 
is  incurred,  and  the  regulations  there¬ 
under  contained  in  this  subpart  and 
Subpart  0  of  this  part.  The  tax  appli¬ 
cable  to  the  use  of  the  article  for  which 
a  constructive  sale  price  has  been  com¬ 
puted  is  not  affected  by  any  charges  or 
readjustments  of  the  price  for  which 
the  nontaxable  combination  article  is 
sold,  whether  by  reason  of  the  return  or 
repossession  of  the  nontaxable  article, 
or  its  covering  or  container,  or  by  a  bona 
fide  discount,  rebate,  allowance,  or  other 
factor.  The  ai^lication  of  this  sub- 
paragraph  may  be  Illustrated  by  the 
following  example: 

Etample.  A  manvifacturer  of  a  nontaxable 
washer-drier  combination  produces  and  uses 
an  electric  clothes  drier  taxable  under  sec¬ 
tion  4121  in  the  manufacture  of  the  com¬ 
bination  article.  The  lowest  established 
wholesale  price  oi  the  manufacttirer  lot  the 
washer-drier  combination  at  the  time  of  the 
taxable  use  Is  $150  with  respect  to  identical 
combinations  after  including  and  excluding 
appUcable  charges  and  readjustments.  The 
manufacturer  does  not  reg^iilarly  sell  such 
drier  separately.  In  the  manufacture  of  the 
washer-drior  the  two  units  are  Integrated  to 
the  extent  that  certain  component  parts 
ftmctlon  both  in  the  (^ration  of  the  washer 
smd  of  the  drier.  The  parts  used  exclusively 
In  the  operation  of  the  washer  cost  $30  and 
those  used  exclusively  in  the  operation  of  the 
drier  cost  $20.  The  taxable  cost  ratio  in  this 
instance  is  20/50,  or  40  percent.  Applying 
40  percent  to  the  manufactxirer’s  lowest  es¬ 
tablished  wholesale  price  of  $150  for  the 
washer-drier  results  in  $60  as  the  construc¬ 
tive  price  for  the  taxable  article  in  the  com¬ 
bination  at  the  time  tax  liability  is  incurred. 
No  additional  charges  or  readjustments  in 
connection  with,  or  subsequent  to,  the  sale  of 
the  washer-drier  combination  may  affect  the 
tax  liability  incurred  at  the  time  of  use. 

(d)  Tax  hosed  on  weight  or  volume. 
Where  liability  for  tax  is  incurred  on  the 
use  of  an  article  subject,  if  sold,  to  a 
tax  based  on — 

(1)  The  weight  of  the  article  (such  as 
a  tire) ,  or 

(2)  Hie  volume  of  the  article  (such  as 
gasoline  or  lubricating  oil) , 

the  tax  due  shall  be  computed  on  the 
basis  which  would  be  applicable  if  such 
article  were  sold. 

Application  of  Tax  in  Case  of  Sales  by 
Other  Than  Manufacturer  or  Importer 

§  48.4219  Statutory  provisions;  appli¬ 
cation  of  tax  in  case  of  sales  by  other 
than  manufacturer  or  importer. 

Sec.  4219.  Application  of  tax  in  case  of 
sales  by  other  than  manufacturer  or  im¬ 
porter.  In  case  any  person  acquires  frmn 
the  manufacturer,  producer,  or  importer  of 
an  article,  by  operation  of  law  or  as  a  result 
of  any  transaction  not  taxable  under  this 
chapter,  the  right  to  sell  such  article,  the 
sale  of  such  article  by  such  person  shall  be 
taxable  under  this  chapter  as  if  made  by 
the  manufacturer,  producer,  or  importer, 
and  such  person  shall  be  liable  for  the  tax. 


[Bee.  4219  as  in  effect  Jan.  1, 1959] 

§  48.4219-1  Sales  of  uucable  articles  by 
a  person  other  than  the  manufac¬ 
turer,  producer,  or  importer. 

(a)  Oeneral  rule.  If  the  title  to,  or 
ownership  of,  an  article  taxable  under 
chapter  32  of  the  Code  is  transferred 
from  the  manufacturer,  producer,  or  im¬ 
porter  Uiereof,  and,  under  the  law,  no 
tax  attaches  to  such  transfer,  the  subse¬ 
quent  sale,  lease,  or  use  of  such  article 
by  the  transferee  is  subject  to  tax  to 
the  same  extent  and  in  the  same  manner 
as  if  such  transferee  were  the  manufac¬ 
turer,  producer,  or  importer  of  the  arti¬ 
cle.  The  following  examples  illustrate 
this  rule: 

(1)  The  surviving  spouse,  child  or  chil¬ 
dren,  executors  or  administrators,  or 
other  legal  representatives,  as  the  case 
may  be.  of  a  deceased  manufacturer, 
producer,  or  importer  of  taxable  articles, 
incur  liability  for  tax  on  all  such  articles 
sold  by  them. 

(2)  A  receiver  or  trustee  in  bankruptcy 
who  under  a  court  order  conducts  or 
liquidates  the  business  of  a  manufac¬ 
turer,  producer,  or  importer  of  taxable 
articles,  incurs  liability  for  tax  on  all 
taxable  articles  sold  by  him,  regardless 
of  whether  the  articles  were  manufac¬ 
tured,  produced,  or  imported  before  or 
after  he  took  charge  of  the  business. 

(3)  An  assignee  for  the  benefit  of 
creditors  of  a  manufacturer,  producer, 
or  importer  incurs  li{d)llity  for  tax  with 
respect  to  all  tax{d>le  articles  sold  by 
him  as  such  assignee. 

(4)  If  one  or  more  members  of  a  part¬ 
nership  withdraw,  or  if  new  partners 
are  admitted,  the  new  partnership  so 
constituted  incurs  liability  for  tax  on 
all  taxable  articles  sold  by  it  regardless 
of  when  such  articles  were  manufac¬ 
tured,  produced,  or  imported. 

(5)  A  person  who  acqqires  title  to 
taxable  articles  as  a  result  of  default  of 
the  manufacturer,  producer,  or  importer 
pursuant  to  an  agreement  under  the 
terms  of  which  the  articles  were  pledged 
as  collateral  incurs  liability  for  tax  with 
respect  to  his  sale  of  the  articles  so 
acquired. 

(6)  A  person  who  succeeds  to  the 
business  of  a  manufacturer,  producer, 
or  importer  of  taxable  articles,  such  as — 

(i)  A  corporation  which  results  from 
a  consolidation,  merger,  or  reorganiza¬ 
tion; 

(ii)  A  corporation  which  acquires  the 
business  of  an  individual  or  partnership; 
or 

(iii)  A  stockholder  in  a  corporation 
who,  after  its  dissolution,  continues  the 
business;  - 

incurs  liability  for  tax  on  all  taxable 
articles  sold  by  such  person.  However, 
where  a  manufacturer,  producer,  or  im¬ 
porter  sells  only  his  assets,  rather  than 
ownership  of  his  business,  he  incurs  lia¬ 
bility  for  tax  on  the  sale  of  any  taxable 
articles  included  in  such  assets.* 

(b)  Transfer  of  title  to  damaged  ar¬ 
ticles.  If  title  to  a  damaged  taxable 
article  is  transferred  by  the  manufac¬ 
turer,  producer,  or  importer  thereof  to 
a  carrier  or  insurance  company  in  ad¬ 
justment  of  a  damage  claim,  such  trans¬ 
fer  is  not  considered  a  taxable  sale  of 


the  article.  If  the  article  is  usable,  even 
though  damaged,  the  carrier  or  insur¬ 
ance  company  incurs  liability  for  tax 
on  its  sale,  lease,  or  use  of  the  article. 
Where  the  article  has  been  damaged  to 
the  extent  that  its  only  value  is  as  scrap, 
and  it  is  not  restored  to  usable  condi¬ 
tion.  sale  thereof  by  the  carrier  or  in¬ 
surance  company  is  not  subject  to  tax. 

[FJl.  Doc.  63-11675;  Filed,  Nov.  4,  1963; 
8:46  a.m.] 
r 

Title  43— PUBLIC  LANDS: 
INTERIOR 

Chapter  I — Bureau  of  Land  Manage¬ 
ment,  Department  of  the  Interior 

[Public  Land  Order  2949] 

[Lo6  Angeles  0164980] 

CALIFORNIA 

Public  Land  Order  No.  2949  of 
February  20,  1963;  Correction 

October  30, 1963. 

The  reference  in  paragrai^  2  of  Public 
Land  Order  No.  2949  of  February  20, 
1963,  to  "sec.  16,"  T.  5  N.,  R.  16  W..  is 
corrected  to  read  “sec.  6.” 

W.  P.  Koegler, 
Acting  Assistant  Director. 

[FJt.  Doc.  63-11661;  FUed,  Nov.  4,  1963; 
8:45  ajn.] 


Title  49— TRANSPORTATION 

Chapter  I— Interstate  Commerce 
Commission 

SUBCHAPTER  A— GENERAL  RULES  AND 
REGULATIONS 

PART  122— MONTHLY  AND  QUAR- 

TERLY  OPERATING  REPORTS 

Subpart  A — Railroads 

Quarterly  Operating  Statistics 

At  a  Session  of  the  Interstate  Com¬ 
merce  Commission.  Division  2.  held  at 
its  office  in  Washin^n,  D.C.,  on  the  2l8t 
day  of  October  AH.  1963. 

The  matter  of  revision  of  quarterly 
reports  of  railroad  operating  statistics 
being  under  consideration: 

It  appearing,  that  the  Commission’s 
requirements  for  quarterly  railroad  op¬ 
erating  statistics  necessary  under  Part  I 
of  the  Interstate  Commerce  Act  can  be 
adequately  met  by  simplification  and  re¬ 
duction  in  the  amount  of  data  required; 

It  further  appearing,  that  due  to  tech¬ 
nological  changes  within  the  railroad  in¬ 
dustry,  changes  in  the  terminology  of 
some  items  are  desirable;  and 

It  further  appearing,  that,  the  changes 
resulting  in  technical  alterations,  simpli¬ 
fication  and  reduction  of  reporting  re¬ 
quirements,  rule  making  procedures 
imder  section  4  of  the  Administrative 
Procedure  Act  (6  U.S.C.  1003)  are  un¬ 
necessary: 

It  is  ordered.  That,  with  respect  to  re¬ 
ports  for  the  three  months  beginning 
with  January,!,  1964,  and  thereafter  until 
further  order,  the  ordering  paragraph  of 
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the  order  of  August  22, 1060,  in  the  mat¬ 
ter  of  Quarterly  Operating  Reports— 
Railroads,  be,  and  it  is  hereby,  modified 
and  amended  to  read  as  shown  below. 

It  is  further  ordered,  Tliat  49  CFR 
122.3,  be,  and  it  is  hereby,  modified  to 
read  as  follows: 

§  122.3  Operating  statistics. 

Commencing  with  reports  for  the  three 
months  beginning  January  1,  1964,  and 
thereafter  tmtil  further  order,  all  Class 
I  railroads,  including  Class  I  switching 
and  terminal  companies,  subject  to  the 
provisions  of  Part  I  of  the  Interstate 
Commerce  Act,  be,  and  they  are  her^y, 
required  to  file  quarterly  reports  of  oper- 
athig  statistics  in  acordance  with  forms 
of  r^x>rts.  and  notes  of  Instruction 
thereon,  designated  as  follows: 

Form  OS-A,  Train  and  Yard  Service. 

Form  OS-B.  Revenue  Traffic. 

Form  06-C,  Motive  Power  and  Car  Equip¬ 
ment. 

which  forms  are  attached  hereto  and 
made  a  part  of  this  section.*  Prodded 
however.  That  Class  I  switching  and 
terminal  companies  are  not  required  to 
submit  reports  on  Form  OS-B.  Such 
qiiarterly  reports  shall  be  filed  in  du¬ 
plicate  in  the  Bureau  of  Transport  Eco¬ 
nomics  and  Statistics.  Interstate  Com¬ 
merce  Commission,  Washington,  D.C.,  on 
or  before  the  dates  indicated  in  the  in¬ 
struction  on  each  form. 

(Sec.  12,  24  Stat.  383,  as  amended;  .49  UJS.C. 
12.  Interpret  or  apply  sec.  20,  24  Stat.  386, 
as  amended;  49  UB.C.  20) 

And  it  is  further  ordered.  That  copies 
of  this  order  and  of  Forms  OS-A  to  OS-C, 
inclusive,  shall  be  served  on  all  Class 
I  railroads,  including  switching  and 
terminal  companies,  subject  to  the  pro¬ 
visions  of  Part  I  of  the  Interstate  Com¬ 
merce  Act,  and  upon  every  receiver, 
trustee,  executor,  administrator  or  as- 
^ghee  of  any  such  railroad,  and  that  no¬ 
tice  of  this  order  shall  be  given  to  the 
general  public  by  depositing  a  copy 
thereof  in  the  cfBce  of  the  Secretary  of 
the  Commission  at  Washington,  D.C.,  and 
by  filing  a  copy  with  the  Director.  OfQce 
of  the  Federal  Register. 

By  the  Commission,  Division  2. 

[seal]  Harold  D.  McCoy, 

Secretary. 

[FR.  Doc.  63-11674;  FUed,  Nov.  4,  1963; 
8:46  am.] 

Title  50— WILDLIFE  AND 
FISHERIES 

Chapter  I — Bureau  of  Sport  Fisheries 
and  Wildlife,  Fish  and  Wildlife 
Service,  Department  of  the  Interior 

PART  32— HUNTING 

Certain  Wildlife  Reguges 
in  Washington 

In  compliance  with  the  requirements 
of  the  Act  of  May  18,  1948  (62  Stat. 
238,  16  U.S.C.  695),  it  has  been  deter- 


*  Piled  as  part  of  the  original  document. 


mined  that  a  major  portion  of  the  crops 
in  the  vicinity  of  the  following  refiiges 
have  been  harvested  and  that  the  pe¬ 
riod  of  susceptibility  of  such  crops  to  wild 
fowl  depredation  has  passed.  Accord¬ 
ingly,  since  the  possibility  of  crops  be¬ 
ing  damaged  by  waterfowl  is  minor,  the 
following  special  regulations  are  Issued 
and  are  effective  on  the  date  stated  here¬ 
in.  The  limitation  of  time  makes  it 
impracticable  to  give  public  notice  of 
proposed  rule  making. 

§  32.12  Special  regulations;  migratory 
game  birds;  for  individual  wildlife 
refuge  areas. 

California 

COLUSA  NAnONAL  WILDLIFE  EXFUCB 

Public  hunting  of  migratory  game 
birds  on  the  Colusa  National  Wildlife 
Refuge.  California,  is  permitted  only  on 
the  area  designated  by  signs  as  (9en  to 
hunting.  This  open  area,  comprising 
1,180  acres,  is  delineated  on  a  map  avail- 
aide  at  refuge  headquarters  and  from 
the  Regional  Director,  Bureau  of  Sport 
Fisheries  and  Wildlife,  1002  Northeast 
Holladay,  Portland,  Oregon,  97208. 
Hunting  shall  be  subject  to  the  following 
conditions: 

(a)  Species  permitted  to  be  taken: 
Ducks  (except  redhead  and  canvasback) , 
geese,  coots,  and  gallinules. 

(b)  Open  season:  From  one-half  hour 
before  sunrise  to  sunset  (standard  time) 
November  9,  10,  11,  13,  16.  17.  20,  23, 
24.  27.  28.  30.  December  1,  4.  7.  8. 11.  14. 
15.  18,  21.  22,  28,  29.  1963,  and  January 
1.4,  and  5, 1964. 

(c)  Daily  bag  limi^:  Ducks  6;  geese 
6;  coots  and  gaUinuleB  (singly  or  in  the 
aggregate)  25. 

The  daily  bag  limit  on  ducks  may  not 
include  more  than:  one  hooded  mer¬ 
ganser;  two  wood  ducks.  In  addition  to 
the  daily  bag  limit  on  other  ducks,  a 
daily  bag  of  five  American  and  red¬ 
breasted  mergansers,  singly  or  in  the  ag¬ 
gregate  of  both  kinds,  is  permitted. 

The  daily  bag  limit  of  geese  may  not 
include  more  than  three  of  the  dark 
species.  Only  one  Ross'  goose  is  per¬ 
mitted  in  the  daily  bag. 

(d)  Methods  of  hunting: 

(1)  Weapons — Shotguns  only  (not 
larger  than  10  gauge  and  incapable  of 
holding  more  than  3  shells)  fired  from 
the  shoulder. 

(2)  Dogs — ^Not  to  exceed  two  dogs 
per  himter  may  be  used  for  retrieving 
wounded  or  dead  birds. 

(3)  Boats — ^Boats  without  motors  will 
be  permitted. 

(4)  Blinds — ^Temporary  blinds  may  be 
constructed  from  natural  vegetation. 

(e)  Other  provisions: 

(1)  The  provisions  of  this  special  reg¬ 
ulation  supplement  the  regulations  which 
govern  hunting  on  wildlife  refuge  areas 
generally  which  are  set  forth  in  Title  50, 
Code  of  Federal  Regulations,  Part  32, 
and  in  the  current  Federal  Migratory 
Bird  Regulations. 

(2)  A  Federal  permit  is  not  required  to 
enter  the  public  himting  area.  Before 
himting  on  the  area,  hunters  must  ob¬ 
tain  a  State  permit  issued  at  the  check¬ 
ing  station  or  advance  reservations,  ob¬ 


tained  frmn  the  State  Fish  and  Game 
Department,  Sacramento,  California. 

(3)  The  provisions  of  this  special  reg¬ 
ulation  are  effective  to  January  6,  1964. 

SUTTER  NATIONAL  WILDLIFE  REFUGE 

Public  hunting  of  migratory  game 
birds  on  the  Sutter  National  Wildlife 
Refuge.  California,  is  permitted  only  on 
the  area  designated  by  signs  as  open  to 
hunting.  This  open  -area,  comprising 
1,100  acres,  is  delinated  on  a  map  avail¬ 
able  at  the  refuge  headquarters  and  from 
the  Regional  Director,  Bureau  of  Sport 
Fisheries  and  Wildlife.  1002  Northeast 
Holladay,  Portland,  Oregon,  97208. 
Himting  shall  be  subject  to  the  following 
condtions: 

(a)  Species  permitted  to  be  taken: 
Ducks  (except  redhead  and  canvasback) . 
geese,  coots,  and  gallinules. 

(b)  Open  season:  From  one-half  hour 
before  sunrise  to  sunset  (standard  time) 
November  9,  10,  11,  13.  16,  17,  20.  23.  24. 
27,  28.  30,  December  1,  4,  7,  8,  11,  14,  15, 

18,  21,  22,  28,  29,  1963,  and  January  1,  4, 
and  5,  1964. 

(c)  Daily  bag  limits:  Ducks  6,  geese  6, 
coots  and  gallinules  (singly  or  in  the  ag¬ 
gregate)  25.  The  daily  bag  limit  on 
ducks  may  not  include  more  than:  one 
hooded  merganser;  two  wood  ducks.  In 
addition  to  the  daily  bag  limit  on  other 
ducks,  a  dally  bag  of  five  American  and 
red-breasted  mergansers,  singly  or  in  the 
i«gregate  of  both  kinds,  is  permitted. 
The  daily  bag  limit  of  geese  may  not  in¬ 
clude  more  than  three  of  the  dark 
species.  Only  one  Ross’  goose  is  per¬ 
mitted  in  the  dsdly  bag. 

(d)  Methods  of  hunting: 

(1)  Weapons — Shotguns  only  (not 
larger  than  10  gauge  and  incapable  of 
holding  more  than  3  shells)  fifed  from 
the  shoulder. 

(2)  Dogs — ^Not  to  exceed  two  dogs  per 
hunter  may  be  used  for  retrieving 
wounded  or  dead  birds. 

(3)  Boats — ^Boats  without  motors  will 
be  permitted. 

(4)  Blinds — ^Temporary  blinds  may  be 
constructed  from  natural  vegetation. 

(e)  Other  provisions: 

(1)  The  provisions  of  this  special  reg¬ 
ulation  supplement  the  regulations 
which  govern  hunting  on  wildlife  refuge 
areas  generally  which  are  set  forth  in 
Title  50,  Code  of  Federal  Regulations. 
Part  32,  and  in  the  current  Federal 
Migratory  Bird  Regulations. 

(2)  A  Federal  permit  is  not  required 
to  enter  the  public  hunting  area,  but 
hunters  must  obtain  a  State  permit  is¬ 
sued  at  the  checking  station  or  advance 
reservations,  obtained  from  the  State 
Fish  and  Cirame  Department.  Sacramen¬ 
to,  California,  before  hunting  on  the 
area. 

(3)  The  provisions  of  this  special  reg¬ 
ulation  are  effective  to  January  6,  1964. 

MERCED  NATIONAL  WILDLIFE  REFUGE 

Public  hunting  of  migratory  game 
birds  on  the  Merced  National  Wildlife 
Refuge,  California,  is  permitted  only  on 
the  area  designate  by  signs  as  open  to 
hunting.  This  open  area,  comprising 
1,160  acres,  is  delineated  on  a  map  avail¬ 
able  at  refuge  headquarters  and  from 
the  Regional  Director,  Bureau  of  Sport 
Fisheries  and  Wildlife,  1002  Northeast 
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HoUaday,  Portland,  Oregon,  97208.  32,  and  in  the  current  Federal  Migratory  The  daily  bag  limit  on  geese  may  not  in- 
Hunting  shall  be  subject  to  the  following  Bird  Regulations.  .  >  :  '  4dude  more  than  three  of  the  dark  spe- 

conditions:  ,  '  .  (2)  A  Federal  peimilt  is  not  required  cies  of  which  not  more  than  one  Canada 

(a)  Species  permitted  to  be  taken:  to  enter  the  public  hunting  area,  but  goose  or  subspecies  thereof  may  be  in- 

Ducks  (except  redhead  and  canvasback),  hunters  must  obtain  a  State  permit  eluded.  Only  one  Ross’  goose  is  per- 
geese,  coots,  and  gallinules.  issued  at  the  checking  station  or  ad-  mitted  in  the  daily  bag. 

(b)  Open: season:  From  one-half  hour  vance  reservations,  obtained  from  the  (d)  Methods  of  hunting: 

before  sunrise  to  simset  (standard  time)  State  Fish  and  Game  Department,  Sac-  (1)  Weapons — Shotguns  only  (not 
November  6,  9.  10,  11,  13,  16.  17,  20,  23.  ramento,  California,  before  hunting  on  larger  than  10  gauge  and  incapable  of 

24,  27,  28,  30.  December  1,  4,  7.  8.  11. 14,  the  area.  holding  more  than  3  shells)  fired  from 

15.  18,  21,  22,  28,  29,  1963,  and  January  (g)  The  provisions  of  this  special  reg-  theahoulder. 

1.  4,  and  5. 1964.  *  ulation  are  effective  to  January  6.  1964.  (2)  Dogs — ^Not  to  exceed  two  dogs  per 

(c)  Daily  bag  limits:  Ducks  6.  geese  6.  salton  sea  national  wildlife  rkftjgx  hunter  may  be  used  for  retrieving 

coots  and  gallinules  (singly  or  in  the  ag-  salton  sea  national  wildlife  refuge  mounded  or  dead  birds. 

gregate)  25.  The  daily  bag  limit  on  Public  hunting  of  migratory  game  (3)  Blinds — ^Temporary  blinds  may  be 

ducks  may  not  include  more  than:  one  birds  on  the  Salton  Sea  National  Wild-  constructed  from  natural  vegetation. 

hooded  merganser;  two  wood  ducks.  In  life  Refuge.  California,  is  permitted  only  (e)  Other  provisions: 

addition  to  the  dally  bag  limit  on  other  on  the  area  designated  by  signs  as  open  (1)  The  provisions  of  this  special  reg- 

ducks,  a  daily  bag  of  five  American  and  to  hunting.  This  open  area,  comprising  ulation  supplement  the  regulations 

red-breasted  mergansers,  singly  or  in  the  1,120  acres,  is  delineated  on  a  map  avail-  which  govern  hunting  on  wildlife  refuge 

aggregate  of  both  kinds,  is  permitted,  able  at  the  refuge  headquarters  and  from  areas  generally  which  are  set  forth  in 

The  daily  bag  limit  of  geese  may  not  in-  the  Regional  Director.  Bureau  of  Sport  Title  50,  Code  of  Federal  Regulations, 

elude  more  than  three  of  the  dark  Fisheries  and  Wildlife,  1002  Northeast  Part  32,  and  in  the  current  Federal  Mi- 

species.  Only  one  Ross’  goose  is  per-  HoUaday,  Portland,  Oregon,  97208.  gratory  Bird  Regulations. 

mitted  in  the  daily  bag.  Hunting  shall  be  subject  to  the  following  (2)  A  Federal  permit  is  not  required 

(d)  Methods  of  hunting:  conditiims:  to  enter  the  public  himtlng  area,  but 

(1)  Weapons — Shotguns  only  (not  (a)  Species  permitted  to  be  taken:  hunters  must  obtain  a  State  permit  is- 

larger  than  10  gauge  and  inciqiable  of  Ducks  (except  redhead  and  canvasback) ,  sued  at  the  Wlster  Game  Management 
holding <an<M*e  than  3  shells)  fired  from  geese,  coots,  and  gallinules.  Area,  five  miles  northeast  of  Niland, 

the  shoulder.  (b)  CH>en  season:  From  one-half  hour  California,  on  Highway  111,  or  by  ad- 

(2)  Dogs — Not  to  exceed  two  dogs  per  before  sunrise  to  sunset  (standard  time)  vance  reservation  obtained  from  the 

hunter  may  be  used  for  retrieving  November  30,  December  1,  4,  7,  8,  11, 14,  State  Fish  and  Game  Department  Sac- 
woimded  or  dead  birds.  15, 18,  21, 22, 28,  29, 1963,  and  January  1,  ramento,  California,  before  hunting  on 

(3)  Boats — ^Boats  without  motors  will  4,  and  5, 1964.  the  area. 

be  permitted.  (c)  Daily  bag  limits:  Ducks  6,  geese  6,  '  (3)  The  provisions  of  this  special  reg- 

(4)  Blinds — T^nporary  blinds  may  be  coots  and  gallinules  (singly  or  in  the  ulatioii^are  effective  to  January  6,  1964. 

ccmstructed  frt»n  iiatural  vegetatini.  aggregate)  25.  Ihe  daily  bag  limit  on  •  nAwm  tt  tawtw 

(e)  Other  provisions:  ducks  may -not  include  more  than:  one  Director  Bureau  of 

(1>  The  provisimis  of  this  special  reg-  hooded  merganser;  two  wood  ducks.  In  vnnrt 

ulation  supplement  Uie  regulations  which  addition  to  the  daily  bag  limit  on  other 

govern  hunting  on  wildlife  r^uge  areas  ducks,  a  daily  bag  of  five  American  and  Octobkr  8, 1963. 

goi^ally  which  are  set  forth  in  Title  red-breasted  mergansers,  singhr  or  in  the  [fji.  Doc.  68-11651;  FUed,  Nov.  4.  1968; 

50,  Code  of  Federal  Regulations,  Part  aggregate  of  both'  kinds,  is  permitted.  >  8:46  am.] 


Proposed  Rule  Making 


DEPARTMENT  OF  THE  TREASURY 

Internal  Revenue  Service 
[  26  CFR  Part  1  1 

INCOME  TAX;  TAXABLE  YEARS  BE¬ 
GINNING  AFTER  DECEMBER  31, 
1953 

Notice  of  Proposed  Rule  Making 

Notice  is  hereby  given,  pursuant  to  the 
Administrative  Procedure  Act,  approved 
Jime  11.  1946,  that  the  regulations  set 
forth  in  tentative  form  below  are  pro¬ 
posed  to  be  prescribed  by  the  Commis¬ 
sioner  of  Internal  Revenue,  with  the  ap¬ 
proval  of  the  Secretary  of  the  Treasury  or 
his  delegate.  Prior  to  the  final  adoption 
of  such  regulations,  consideration  will  be 
given  to  any  comments  or  suggestions 
pertaining  thereto  which  are  submitted 
in  writing,  in  duplicate,  to  the  Commis¬ 
sioner  of  Internal  Revenue,  Attention: 
T:P,  Washington,  D.C.,  20224,  within  the 
period  of  30  days  from  the  date  of  publi¬ 
cation  of  this  notice  in  the  Federal  Reg¬ 
ister.  Any  person  submitting  written 
comments  or  suggestions  who  desires  an 
opportunity  to  comment  orally  at  a  pub¬ 
lic  hearing  on  these  proposed  regulations 
should  submit  his  request,  in  writing,  to 
the  Commissioner  within  the  30-day  pe¬ 
riod.  In  such  case,  a  public  hearing  will 
be  held,  and  notice  of  the  time,  place, 
and  date  will  be  published  in  a  sid>se- 
quent  issue  of  the  Federal  Register. 
The  proposed  regulaticms  are  to  be  is¬ 
sued  imder  the  authority  contained  in 
section  7805  of  the  Internal  Revenue 
Code  of  1954  (68A  Stat.  917;  26  U.S.C. 
7805). 

[SEAL]  Bertrand  M.  Harding, 

Acting  Commissioner  of 
Internal  Revenue. 

In  order  to  conform  the  Income  Tax 
Regulations  (26  CFR  Part  1)  under  sec¬ 
tions  591  and  593  of  the  Internal  Revenue 
Code  of  1954  to  section  6  (a)  and  (f) 
of  the  Revenue  Act  of  1962  (76  Stat.  977, 
984),  such  regulations  are  amended  as 
follows:  ' 

Paragraph  1.  Section  1.591  is  amended 
by  revising  section  591  and  by  adding  a 
historical  note.  These  revised  and  added 
provisions  read  as  follows: 

§  1.591  Statutory  provisions;  deduction 
for  dividends  paid  on  deposits. 

Sec.  S91.  Deduction  for  dividends  paid  on 
deposits.  In  the  case  of  mutual  savings 
banks,  cooperative  banks,  domestic  buUding 
and  loan  associations,  and  other  savings  In¬ 
stitutions  chartered  and  supervised  as  sav¬ 
ings  and  loan  or  similar  associations  rmder 
Federal  or  State  law,  there  shall  be  allowed 
as  deductions  in  computing  taxable  Income 
amounts  paid  to,  or  credited  to  the  accounts 
of,  depositors  or  holders  of  accounts  as  di¬ 
vidends  or  interest  on  their  deposits  or 
withdrawable  accounts,  if  such  amounts  paid 
or  credited  are  withdrawable  on  dmnand  sub¬ 
ject  only  to  customary  notice  of  intention  to 
withdraw. 
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[Sec.  601  as  amended  by  sec.  6(f) ,  Rev.  Act 
1962  (76  Stat.  984)  ] 

Par.  2.  Section  1.591-1  is  amended  to 
read  as  follows: 

§  1.591—1  Deduction  for  dividends  paid 

on  deposits. 

(a)  In  general.  (1)  In  the  case  of  a 
taxpayer  described  in  paragraph  (c)  (1) 
or  (2)  of  this  section,  whichever  is  ap¬ 
plicable,  there  are  allowed  as  deductions 
from  gross  income  amounts  which  during 
the  taxable  year  are  paid  to,  or  credited 
to  the  accounts  of,  depositors  or  holders 
of  accounts  as  dividends  or  interest  on 
their  deposits  or  withdrawable  accoimts, 
if  such  amoimts  paid  or  credited  are 
withdrawable  on  demand  subject  only  to 
customary  notice  of  intention  to  with¬ 
draw. 

(2)  The  deduction  provided  in  section 
591  is  applicable  to  the  taxable  year  in 
which  amounts  credited  as  dividends  or 
interest  become  withdrawable  by  the  de¬ 
positor  or  holder  of  an  account  subject 
only  to  customary  notice  of  intention  to 
withdraw.  Thus,  amounts  which,  as  of 
the  last  day  of  the  taxable  year,  are 
credited  as  dividends  or  interest,  but 
which  are  not  withdrawable  by  deposi¬ 
tors  or  holders  of  accounts  until  the  fol¬ 
lowing  business  day,  are  deductible  im¬ 
der  section  591  in  the  year  subsequent  to 
the  taxable  year  in  which  they  were  so 
credited.  A  deduction  under  this  sec¬ 
tion  will  not  be  denied  by  reason  of  toe 
fact  that  the  amounts  credited  as  divi¬ 
dends  or  interest,  otherwise  deductible 
under  section  591,  are  subject  to  toe 
terms  of  a  pledge  agreement  between 
toe  taxpayer  and  toe  depositor  or  holder 
of  an  account.  In  the  case  of  a  domestic 
building  and  loan  association  having 
nonwitodrawable  capital  stock  repre¬ 
sented  by  shares,  no  deduction  is  allow¬ 
able  under  this  section  for  amounts  paid 
or  credited  as  dividends  on  such  shares. 
In  toe  case  of  a  taxable  year  ending  after 
December  31, 1962,  for  specisd  rules  gov¬ 
erning  toe  treatm^t  of  dividends  or  in¬ 
terest  paid  or  credited  for  periods 
representing  more  than  12  months,  see 
section  461(e). 

(b)  Serial  associations,  bonus  plans, 
etc.  If  a  taxpayer  described  in  para¬ 
graph  (c)  (1)  or  (2)  of  this  section, 
whichever  is  applicable,  operates  in 
whole  or  in  part  as  a  serial  association, 
maintains  a  bonus  plan,  or  issues  shares, 
or  accepts  deposits,  subject  to  fines, 
penalties,  forfeitures,  or  other  with¬ 
drawal  fees,  it  may  deduct  under  sec¬ 
tion  591  toe  total  amount  credited  as 
dividends  or  interest  upon  such  shares, 
credited  to  a  Ixmus  account  for  such 
shares,  or  allocated  to  a  series  of  shares 
for  toe  taxable  year,  notwithstanding 
that  as  a  customary  condition  of  wito- 
drawal: 

(1)  Amounts  invested  in,  and  earn¬ 
ings  credited  to,  series  shares  must  be 
withdrawn  in  multiples  of  even  shares, 
or 


(2)  Such  association  has  toe  right, 
pursuant  to  bylaw,  contract,  or  other¬ 
wise.  to  retain  or  recover  a  portion  of  the 
total  amoimt  invested  in,  or  credited 
as  earnings  upon,  such  shares,  such 
bonus  accoimt,  or  series  of  shares,  as 
a  fine,  p^alty,  forfeiture,  or  other  with¬ 
drawal  fee. 

In  any  taxable  year  in  which  toe  right 
referred  to  in  subparagraph  (2)  of  this 
paragraph  is  exercised,  there  is  includi¬ 
ble  in  the  gross  income  of  such  as¬ 
sociation  for  such  taxable  year  amounts 
retained  or  recovered  by  toe  association 
pursuant  to  the  exercise  of  such  right. 

(c)  Effective  date.  The  provisions  of 
paragraphs  (a)  and  (b)  of  this  section 
shsdl  apply  to— 

(1)  Dividends  or  interest  paid  or  credi 
ited  after  October  16,  1962,  by  any 
taxpayer  which  (at  the  time  of  such 
payment  or  credit)  qualifies  as  (i)  a 
mutual  savings  bank  not  having  capital 
stocks  represented  by  shares,  (ii)  a  do¬ 
mestic  building  and  loan  association 
(as  defined  in  section  7701(a)  (19) ) ,  (iii) 
a  cooperative  bank  (as  defined  in  sec¬ 
tion  7701(a)  (32)).  or  (iv)  any  other 
savings  institution  chartered  and  su¬ 
pervised  as  a  savings  and  loan  or 
similar  association  under  Federal  or 
State  law;  and 

(2)  Dividends  paid  or  credited  be¬ 
fore  October  17.  1962,  by  any  tsoepayer 
which  (at  toe  time  of  such  pairment  or 
credit)  qualifies  as  (i)  a  mutual  savings 
bank  not  having  capital  stock  repre¬ 
sented  by  shares,  (ii)  a  cooperative  bank 
without  capital  stock  organized  and  op¬ 
erated  for  mutual  purposes  and  without 
profit,  or  (iii)  a  domestic  building  and 
loan  association  (as  defined  in  sec¬ 
tion  7701(a)  (19)  before  amendment 
by  section  6(c)  of  toe  Revenue  Act  of 
1962  (76  Stat.  982)). 

Par.  3.  Section  1.593  is  amended  by  re¬ 
vising  section  593  and  by  adding  a  his¬ 
torical  note.  These  revised  and  added 
provisions  read  as  follows: 

§  1.593  Statutory  provuions;  reserves 
for  losses  on  loans. 

Sec.  593.  Reserves  for  losses  on  loans — (a) 
Organizations  to  which  section  applies.  This 
section  shall  apply  to  any  mutual  savings 
bank  not  having  capital  stock  represented  by 
shares,  domestic  building  and  loan  asso¬ 
ciation,  or  cooperative  bank  without  capi¬ 
tal  stock  organized  and  operated  for  mutual 
pxurposes  and  without  profit. 

(b)<  Addition  to  reserves  for  "bad  debts — 
(1)  In  general.  For  piuposes  of  section  166 
(c),  the  reasonable  addition  tor  the  taxable 
year  to  the  reserve  for  bad  debts  of  any  tax¬ 
payer  described  In  subsection  (a)  shall  be  an 
amount  equal  to  the  sum  of — 

(A)  The  amoimt  determined  imder  sec¬ 
tion  166(c)  to  be  a  reasonable  addition  to 
the  reserve  for  losses  on  nonqualifying  loans, 
plus 

(B)  The  amount  determined  by  the  tax¬ 
payer  to  be  a  reasonable  addition  to  the  re¬ 
serve  ioc  losses  on  qualifying  real  property 
loans,  but  such  amount  shall  not  exceed 
the  amount  determined  under  paragraph  (2) , 
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(3) ,  or  (4) ,  whichever  amoimt  Is  the  largest* 
but  the  amoxmt  determined  imdcr  this  sub- 
paragraph  shall  In  no  case  be  greater  than 
the  larger  of — 

(I)  The  amount  determined  \mder  para¬ 
graph  (4),  Or 

(II)  The  amount  which,  when  added  to 
the  amoimt  determined  under  subparagraph 

(A),  eqiials  the  amount  by  which  12  percent 
of  the  total  deposits  or  withdrawable  ac- 
coimts  of  depositors  of  the  taxpayer  at  the 
close  of  such  year  exceeds  the  sum  of  its 
surplus,  undivided  profits,  and  reserves  at 
the  beginning  of  such  year  (taking  Into  ao- 
coimt  any  portion  thereof  attributable  to  the 
period  before  the  first  taxable  year  beg^lnnlng 
after  December  31, 1051). 

(3)  Percentage  o/  taxable  income  metfiod. 
The  amount  determined  under  this  para¬ 
graph  for  the  taxable  year  shall  be  the  excess 
of — 

(A)  An  amoimt  equal  to  60  percent  of  the 
taxable  Income  for  s\x:h  year,  over 

(B)  The  amotmt  referred  to  In  paragraph 
(1)  (A)  for  such  year, 

but  the  amount  determined  under  this  para¬ 
graph  shall  not  exceed  the  amount  necessary 
to  Increase  the  balance  (as  of  the  close  of 
the  taxable  year)  of  the  reserve  for  losses  on 
qualifying  real  property  loans  to  6  percent 
of  such  loans  outstanding  at  such  time.  For 
purposes  of  this  paragraph,  taxable  income 
shall  be  computed  (1)  by  excluding  from 
gross  Income  any  anKnmt  included  therein 
by  reason  of  subsection  (f).  and  (11)  without 
reg^ard  to  any  deduction  allowable  for  any 
addition  to  the  reserve  tar  bad  debts. 

(3)  Percentage  of  real  property  loans 
method.  The  amount  determined  tmder 
this  pctragraph  for  the  taxable  year  shall  be 
an  amount  equal  to  the  amotmt  necessary 
to  Increase  the  balance  (as  of  the  close  of 
the  taxable  year)  of  the  reserve  for  losses  on 
qualifying  real  property  loans  to  an  amoimt 
equal  to— 

(A)  3  percent  of  such  loans  outstanding 
at  such  time,  plus 

(B)  In  the  case  of  a  taxpayer  which  Is 
a  new  company  and  which  does  not  have 
capital  stock  with  respect  to  which  distribu¬ 
tions  of  propwty  (as  defined  in  section  317 
(a) )  are  not  allowable  as  a  deduction  under 
section  591,  an  amount  equal  to — 

(I)  2  percent  of  so  much  of  the  amount  of 
such  loans  outstanding  at  such  time  as  does 
not  exceed  $4,000,000,  reduced  (but  not  be¬ 
low  zero)  by 

(II)  The  amount.  If  any,  of  the  balance  (as 
of  the  close  of  such  taxable  year)  of  the 
taxi>ayer’s  supplemental  reserve  for  losses 
on  loans. 

For  purposes  of  subparagraph  (B),  a  tax¬ 
payer  is  a  new  company  for  any  taxable  year 
only  if  such  taxable  year  begins  not  more 
than  10  years  after  the  first  day  on  which  It 
(or  any  predecessor)  was  authorized  to  do 
business  as  an  organization  described  In  sub¬ 
section  (a). 

(4)  Experience  method.  The  amount 
determined  under  this  paragraph  for  the  tax¬ 
able  year  tiiall  be  an  amount  equal  to  the 
amoimt  determined  under  section  166(c) 
(without  regard  to  this  subsection)  to  be  a 
reasonable  addition  to  the  reserve  for  losses 
on  qualifying  real  property  loans. 

(5)  Limitation  in  case  of  certain  domestic 
building  and  loan  associations.  If  the  per¬ 
centage  of  the  assets  of  a  domestic  building 
and  loan  association  which  are  not  assets 
described  In  section  7701(a)  (19)  (D)  (11)  ex¬ 
ceeds  36  percent  for  the  taxable  year  (as 
determined  for  purposes  of  section  7701 
(a) (19)  for  such  year),  the  amount  deter¬ 
mined  under  iiaragraph  (2) ,  and  the  amount 
determined  under  parag^ph  (3).  shall  In 
each  case  be  the  amount  (determined  with¬ 
out  regard  to  this  paragraph  but  with  regard 
to  the  limits  contained  In  paragraphs  (2), 
(3),  and  (1)(B))  reduced  by  the  amount 
determined  under  the  following  table: 


Iftbeper- 
oentam  ex¬ 
ceeds— 

Bnt  does  not 
exceed— 

Tbe  redaction  riiall 
be  tbe  (oUowtnc  pro* 
pOTtion  of  tbe  amoant 
so  determined  without 
regard  to  this 
paragraph — 

Percent 

Percent 

36 

37 

Ms 

87 

38 

H 

38 

39 

H 

39 

M 

40 

41 

Ms 

(c)  Treatment  of  reserves  for  bad  debts — 
(1)  Establishment  of  reserves.  Each  tax¬ 
payer  described  In  subsection  (a)  which  uses 
the  reserve  method  of  accounting  for  bad 
debts  shall  establish  and  maintain  a  reserve 
lor  losses  <m  qualifying  real  property  loans, 
a  reserve  for  losses  on  nonqualifying  loans, 
and  a  supplemental  reserve  for  losses  on 
locms.  For  purposes  of  this  title,  such  re¬ 
serves  shall  be  treated  as  reserves  for  bfui 
debts,  but  no  deduction  shall  be  allowed  for 
any  addition  to  the  supplemental  reserve  for 
losses  on  loans. 

(2)  Allocation  of  pre-19€3  reserves.  For 
piuposes  of  this  section,  the  pre-1963  re¬ 
serves  shall,  as  of  the  close  of  December  31, 
1962,  be  allocated  to,  and  constitute  the 
opening  balance  of — 

(A)  The  reserve  for  losses  on  nonqualify¬ 
ing  loans. 

(B)  Ths  reserve  for  losses  on  qualifying 
real  pit^ierty  loans,  and 

(C)  The  supplemental  reserve  for  losses 
on  loans. 

(3)  Method  of  allocation.  The  alloca¬ 
tion  provided  by  paragraph  (2)  shall  be 
made — 

(A)  First,  to  the  reserve  described  In  para¬ 
graph  (2)  (A),  to  the  extent  such  reserve 
Is  not  Inciaased  above  the  amqunt  which 
would  be  a  reasonable  addition  under  sec¬ 
tion  166(c)  for  a  period  In  which  the  non¬ 
qualifying  loans  Increased  from  zero  to  the 
amount  thereof  oi^tandlng  at  the  close 
of  December  31,  19^; 

(B)  Second,  to  the  reserve  described  in 
paragraph  (2)  (B) ,  to  the  extent  such  reserve 
Is  not  Increased  above  the  amount  which 
would  be  determined  under  paragraph  (3) 
(A)  or  (4)  of  subsection  (b)  (whichever  such 
amount  is  the  larger)  for  a  period  in  which 
the  qualifying  real  property  loans  Increased 
from  zero  to  the  amount  thereof  outstanding 
at  the  close  of  December  31.  1962;  and 

(C)  Then  to  the  supplemental  reserve 
for  losses  on  loans. 

(4)  Pre-1963  reserves  defined.  Tat  pur¬ 
poses  of  this  subsection,  the  term  “pre-1963 
reserves”  means  the  net  amount,  determined 
as  of  the  close  of  December  31.  1962  (after 
applying  sujisectlon  (d)  (1) ) ,  accumulated  In 
the  reserve  for  bad  debts  pursuant  to  sec¬ 
tion  166(c)  (or  the  corresponding  provisions 
of  prior  revenue  laws)  for  taxable  years  be¬ 
ginning  after  December  31, 1961. 

(5)  Certain  pre-19S2  surplus.  If  after  the 
application  of  paragraph  (3),  the  opening 
balance  of  the  reserve  described  in  para¬ 
graph  (2)  (B)  Is  less  than  the  amount  de¬ 
scribed  In  paragraph  (3)(B),  then,  for  pur¬ 
poses  of  this  subsection,  the  term  “1^-1963 
reserves”  Includes  so  much  of  the  surplus, 
undivided  profits,  and  bad  debt  reserves  (de¬ 
termined  as  of  December  31,  1962)  attrib¬ 
utable  to  the  period  before  the  first  taxable 
year  beginning  after  December  31,  1951,  as 
does  not  exceed  the  amount  by  which  such 
fining  balance  Is  less  than  the  amount  de¬ 
scribed  In  paragraph  (3)(B).  For  purposes 
of  the  preceding  sentence,  the  surplus,  un¬ 
divided  profits,  and  bad  debt  reserves  attrib¬ 
utable  to  the  period  before  the  first  tax- 
aUe  year  beginning  after  December  31. 1951, 
■ball  be  reduced  by  the  amount  thereof  which 
Is  attributable  to  Interest  which  would 
have  been  excludable  from  gross  Income 
under  section  22(b)  (4)  of  the  Internal 
Revenue  Code  of  1939  (relating  to  inter¬ 


est  on  governmental  obligations)  or  the  cor¬ 
responding  provlslonB  of  prior  laws.  Not¬ 
withstanding  the  second  sentence  of  pcua- 
graph  (1),  any  amount  which,  by  reason  of 
the  application  of  the  first  sentence  of  this 
paragraph,  is  allocated  to  the  reserve  de¬ 
scribed  In  paragraph  (2)  (B)  shall  not  be 
treated  as  a  reserve  for  debts  for  any 
purpose  other  than  determining  the  amount 
referred  to  In  subsection  (b)(1)(B),  and 
fcv  such  purpose  such  amount  shall  be 
treated  as  remaining  in  such  reserve. 

(6)  Charging  of  bad  debts  to  reserves. 
Any  debt  becoming  wcnthless  or  partially 
worthless  In  respect  of  a  qualifying  real 
property  loan  shall  be  charged  to  the  reserve 
for  losses  on  such  loans,  and  any  debt 
becoming  worthless  or  partially  worthless 
in  respect  of  a  nonqualifying  loan  shall  be 
charged  to  the  reserve  for  losses  on  non¬ 
qualifying  loans;  except  that  any  such 
debt  may.  at  the  election  of  the  taxpayer,  be 
charged  In  whole  or  In  part  to  the  supple¬ 
mental  reserve  for  losses  on  loans. 

(d) ' Taxable  years  beginning  in  1962 
and  ending  in  1963.  In  the  case  of  a  tax¬ 
able  year  beginning  before  January  1,  1963. 
and  ending  after  December  31. 1962,  of  a  tax¬ 
payer  described  In  subsection  (a)  which  uses 
the  reserve  method  of  accounting  for  bad 
debts,  the  taxaUe  Income  shall  be  the  sum 
of — 

(1)  That  portion  of  the  taxable  Income  al¬ 
locable  to  the  part  of  the  taxable  year  occur¬ 
ring  before  January  1.  19Q3,  reduced  by 
the  amount  at  the  deduction  for  an 
addition  to  a  reserve  for  bad  debts  which 
would  be  allowaUe  under  section  166(c) 
(without  regard  to  the  amendments  made 
by  section  6  of  the  Revenue  Act  of  1962)  if 
such  part  year  constituted  a  taxable  year, 
plus 

(2)  That  portion  of  the  taxable  Income 
allocable  to  the  part  of  the  taxable  year 
occurring  after  December  31,  1962,  reduced 
by  the  amouht  of  the  deduction  for  an  addi¬ 
tion  to  a  reserve  for  bad  debts  which  would 
be  allowed  under  section  166(c)  (taking  in¬ 
to  account  the  amendments  made  by  secti<m 
6  of  the  Revenue  Act  of  1962)  If  such  part 
year  constituted  a  taxable  year. 

For  purposes  of  tbe  preceding  sentence,  tbe 
taxable  Income  shall  be  determined  without 
regard  to  any  deduction  under  section  166(c), 
and  the  portion  tiaereof  allocable  to  each 
part  year  shall  be  determined  on  the  basis 
of  the  ratio  which  the  number  of  days  In 
such  part  year  bears  to  the  numb^  of  days 
in  the  entire  taxable  year. 

(e)  Loans  defined.  For  purposes  of  this 
section — 

(1)  Qualifying  real  property  loans.  The 
term  “qualifying  real  property  loan”  means 
any  loan  secured  by  an  Interest  In  Improved 
real  property  or  secured  by  an  Interest  In 
real  property  which  Is  to  be  Improved  out  ot 
the  proceeds  of  the  loan,  but  such  term  does 
not  Include— 

(A)  Any  loan  evidenced  by  a  security  (ss 
defined  In  section  165(g)  (2)  (C) ) ; 

(B)  Any  loan,  whether  or  not  evidenced 
by  a  security  (as  defined  In  section  166(g) 
(2)  (C) ),  the  primary  obligor  on  which  la — 

(I)  A  government  or  political  subdivision 
or  Instrumentality  thereof; 

(II)  A  bank  (as  defined  In  section  581); 
or 

(III)  Another  member  of  the  same  adul¬ 
ated  group; 

(C)  Any  locm,  to  the  extent  secured  by  a 
deposit  In  or  share  of  the  taxpayer;  or 

(D)  Any  locm  which,  within  a  60-day 
period  beginning  In  one  taxable  year  of  the 
creditor  and  ending  In  Its  next  taxable  year, 
Is  made  (S'  acquired  and  then  repaid  or  dis¬ 
posed  of,  unless  the  transactions  by  which 
such  loan  was  made  or  acquired  and  then  re¬ 
paid  or  disposed  of  are  established  to  be  for 
bona  fide  business  purposes. 

For  purposes  of  subparagraph  (B)(lil).  the 
term  “affiliated  group”  has  the  meaning  as- 
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sigpied  to  such  term  by  section  1504(a) ;  ex¬ 
cept  that  (1)  the  phrase  "mmre  than  60  per¬ 
cent”  shall  be  substituted  for  the  phrase  “at 
least  80  percent”  each  place  It  appears  In 
section  1604(a).  and  (11)  all  corporations 
shall  be  treated  as  Includible  corporations 
(without  any  exclusion  under  section  1504 
(b)). 

(2)  Nonqualifying  loans.  The  term  “non¬ 
qualifying  loan”  means  any  loan  which  Is 
not  a  qualifying  real  property  loan. 

(3)  Loan.  The  term  "loan”  means  debt, 
as  the  term  “debt”  is  used  In  section  166. 

(f)  Distributions  to  shareholders — (1)  In 
general.  For  purposes  of  this  chapter,  any 
distribution  of  property  (as  defined  In  sec¬ 
tion  317(a) )  by  a  domestic  building  and  loan 
association  to  a  shareholder  with  respect  to 
its  stock.  If  such  distribution  Is  not  allowable 
as  a  deduction  under  section  591,  shall  be 
treated  as  made — 

(A)  First  out  of  Its  earnings  and -profits 
accumulated  in  taxable  years  beginning  after 
December  31, 1951,  to  the  extent  thereof, 

(B)  Then  out  of  the  reserve  for  losses 
on  quallfsdng  real  property  loans,  to  the  ex¬ 
tent  additions  to  such  reserve  exceed  the 
additions  which  would  have  been  allowed 
under  subsection  (b)  (4) , 

(C)  Then  out  of  the  supplemental  reserve 
for  losses  on  loans,  to  the  extent  thereof, 

(D)  Then  out  of  such  other  accounts  as 
may  be  proper. 

This  paragraph  shall  apply  In  the  case  of 
any  distribution  In  redemption  of  stock  or 
'  In  partial  or  complete  liquidation  of  the  as¬ 
sociation.  except  that  any  such  distribution 
shall  be  treated  as  made  first  out  of  the 
amount  referred  to  In  subparagraph  (B), 
second  out  of  the  amount  referred  to  In  sub- 
paragraph  (C), 'third  out  of  the  amount 
referred  to  in  subparagraph  (A),  and  then 
out  of  such  other  accounts  as  may  be  proper. 

(2)  Amounts  charged  to  reserve  accounts 
and  included  in  gross  income.  If  any  distri¬ 
bution  is  treated  under  paragraph  (1)  as 
having  been  made  out  of  the  reserves  de¬ 
scribed  in  subparagraphs  (B)  and  (C)  of 
such  paragraph,  the  amount  charged  against 
such  reserve  shall  be  the  amount  which, 
when  reduced  by  the  amotmt  of  tax  Imposed 
under  this  chapter  and  attributable  to  the 
Inclusion  of  such  amount  in  gross  Income, 
Is  equal  to  the  amount  of  such  distribution; 
and  the  amount  so  charged  against  such  re¬ 
serve  shall  iM  Included  In  gross  Income,  of 
the  taxpayer." 

(3)  Special  rules.  (A)  For  purposes  of 
paragraph  (1)(B),  additions  to  the  reserve 
f(v  losses  on  qualifying  real  property  loans 
for  the  taxable  year  In  which  the  distribution 
occTue  shall  be  taken  Into  account. 

(B)  For  purposes  of  computing  imder  this 
section  the  amount  of  a  reasonable  addition 
to  the  reserve  for  losses  on  qualifying  real 
property  loans  for  any  taxable  year,  any 
amount  charged  during  any  year  to  such 
reserve  pursuant  to  the  provisions  of  para¬ 
graph  (2)  shall  not  be  taken  Into  account. 

(Sec.  593  as  amended  by  sec.  6(a),  Rev.  Act 
1962  (76  Stat.  977)  ] 

Par.  4.  There  are  inserted  immediately 
after  §  1.593-2  the  following  new  sec¬ 
tions: 

§  1.593—3  Taxable  years  affected. 

Sections  1.593-1  and  1.593-2  apply 
only  to  taxable  years  beginning  after 
December  31,  1953,  and  ending  after 
August  16,  1954,  but  before  January  1, 
1963,  and  all  references  to  sections  of  the 
Code  are  to  the  Internal  Revenue  Code 
of  1954  before  amendment  by  the  Reve¬ 
nue  Act  of  1962.  Sections  1.593-4 
through  1.593-12  apply  only  to  taxable 
years  ending  after  December  31.  1962, 
and  all  references  to  sections  of  the  Code 
are  to  the  Internal  Revenue  Code  of '1954 


after  amendment  by  the  Revenue  Act  of 
1962. 

§  1.593—4  Organizations  to  which  sec¬ 
tion  593  applies. 

The  provisions  of  section  593  and 
§S  1.593-5  through  1.593-12  (except  sub¬ 
section  (f)  of  section  593  and  S  1.593-11) 
apply  to  any  mutual  savings  bank  not 
having  capital  stock  represented  by 
shares,  any  domestic  building  and  loan 
association,  and  any  cooperative  bank 
without  capital  stock  organized  and 
operated  for  mutual  purposes  and  with¬ 
out  profit,  which  uses  the  reserve 
method  of  accounting  for  bad  debts  or 
which  adopts  or  changes  to  such  method 
in  accordance  with  the  provisions  of 
paragraph  (b)  of  §  1.166-1.  With  re¬ 
spect  to  taxable  years  beginning  after 
October  16,  1962,  for  definition  of  the 
terms  “domestic  building  and  loan  asso¬ 
ciation”  and  “cooperative  bank”,  see 
paragraphs  (19)  and  (32) ,  respectively, 
of  section  7701(a). 

§  1.593—5  Addition  to  reserves  for  bad 
•  debts. 

(a)  Amount  of  addition.  As  an  al¬ 
ternative  to  a  d^uction  from  gross  in¬ 
come  imder  section  166(a)  for  specific 
debts  which  become  worthless  in  whole 
or  in  part,  a  taxpayer  described  in 
S  1.593-'4  is  allowed  a  deduction  imder 
section  166(c)  for  a  reasonable  addition 
to  a  reserve  for  bad  debts.  For  purposes 
of  section  166(c)  in  the  case  of  such  a 
taxpayer,  the  amount  of  the  reasonable 
edition  to  such  reserve  shall  be  equal  to 
the  sum  of  (1)  the  simount  determined 
under  §  1.593-6  as  a  reasonable  addition 
to  the  reserve  for  losses  on  nonqualifsring 
loans,  and  (2)  the  amoimt  determined 
under  8  1.593-7  as  a  reasonable  addition 
to  the  reserve  for  losses  on  qualifsring 
real  property  loans. 

(b)  crediting  to  reserves  required — 
(1)  In  general.  The  amounts  referred 
to  in  paragraph  (a)  (1)  and  (2)  of  this 
section  must  be  credited,  respectively,  to 
the  reserve  for  losses  on  nonqualifiring 
loans  and  to  the  reserve  for  losses  on 
qualifsring  real  property  loans  by  the 
close  of  the  taxable  year,  or  as  soon  as 
practicable  thereafter.  Elach  such  credit 
must  be  made  irrespective  of  whether 
the  amount  thereof  is  also  credited  to 
any  surplus,  reserve,  or  other  account 
which  the  taxpayer  may  be  required  or 
permitted  to  maintain  pursuant  to  any 
Federal  or  State  statute,  r^mlation.  or 
supervisory  order.  Thus,  minimum 
amounts  credited  in  compliance  with 
such  Federal  or  State  statutes,  regula¬ 
tions.  or  supervisory  orders  40  reserve  or 
similar  accounts,  or  additional  amounts 
credited  to  such  reserve  or  similar  ac¬ 
counts  and  permissive  under  such  stat¬ 
utes,  regulations,  or  orders  against  which 
charges  may  be  made  for  the  purpose 
of  absorbing  losses  sustained  by  the  tax¬ 
payer,  may  also  be  credited  to  the  re¬ 
serve  for  losses  on  nonqualifying  loans 
or  the  reserve  for  losses  on  qualifying 
real  property  loans,  provided  that  the 
total  of  the  amounts  so  credited  to  the 
reserve  for  losses  on  nonqualif3ring 
loans,  or  to  the  reserve  for  losses  on 
qualifying  real  property  loans,  for  any 
taxable  year  does  not  exceed  the  amount 
determined  under  §  1.593-6  or  1.593-7  as 


the  addition  to  such  reserve  for  such 
year. 

(2)  Subsequent  adjustments.  If  an 
adjustment  with  respect  to  the  income 
tax  return  for  a  taxable  year  is  made, 
and  if  such  adjustment  (whether  initiat¬ 
ed  by  the  taxpayer  or  the  Commissioner) 
has  the  effect  of  permitting  an  increase, 
or  requiring  a  reduction,  in  the  amount 
claimed  on  such  return  as  an  addition 
to  the  reserve  for  losses  on  nonqualif srtng 
loans  or  to  the  reserve  for  losses  on 
qualifsring  real  property  loans,  then  the 
amount  initially  credited  to  such  reserve 
for  such  year  pursuant  to  subparagraph 
(1)  of  this  paragraph  may  have  to  be 
increased  or  decreased,  as  the  case  may 
be,  to  the  extent  necessary  to  refiect  such 
adjustment.  For  rules  with  respect  to 
accounting  for  such  reserves,  see  para¬ 
graph  (a)  (2)  of  §  1.593-8. 

(c)  Transition  year.  For  rules  gov¬ 
erning  the  computation  of  taxable  in¬ 
come  in  .  the  case  of  a  taxable  year  be¬ 
ginning  in  1962  and  ending  in  1963,  see 
8  1.593-10. 

§  1.593—6  Addition  to  reserve  for  losses 

on  nonqualifying  loans. 

(a)  Moving  average  experience  per¬ 
centage — (1)  Computation  of  percent¬ 
age.  For  purposes  of  8  1.593-5,  the 
amount  of  the  addition  for  any  taxable 
year  to  the  reserve  for  losses  on  non- 
qualifsdng  loans  is  the  amount  deter¬ 
mined  under  section  166(c)  to  be  a 
reasonable  addition  to  such  reserve  for 
such  year.  Eixcept  as  provided  in  para¬ 
graph  (c)  of  this  section,  the  amount 
which,  for  purposes  of  section  166(c), 
may  be  added  to  such  reserve  for  any 
taxable  year  is  the  amount  determined 
under  paragraidi  (b)  of  this  section  by 
reference  to  the  bad  debt  loss  experience 
of  the  taxpayer  with  respect  to  its  non- 
qualifsdng  loans  for  a  6-year  period  com¬ 
prising  the  taxable  year  and  the  5  pre¬ 
ceding  taxable  years.  Such  experience 
shall  be  expressed  by  a  percentage  (here-  ' 
inafter  called  the  “moving  average  ex¬ 
perience  percentage”)  ccnnputed  under 
either  of  the  following  two  meUiods: 

(1)  The  ratio  which  the  total  amount 
of  net  bad  debt  losses  sustained  on  non¬ 
qualifying  loans  during  such  6-year  pe¬ 
riod  bears  to  the  sum  of  the  total 
amounts  of  nonqualifying  loans  out¬ 
standing  at  thC^ose  of  each  taxable  year 
in  such  period;  or 

(ii)  The  average  of  the  ratios,  for  each 
taxable  year  in  such  period,  which  the 
total  amount  of  net  bad  debt  losses  sus¬ 
tained  on  nonqualifying  loans  during 
each  such  year  bears  to  the  total  amount 
of  nonqualifsdng  loans  outstanding  at  the 
close  of  such  year. 

(2)  Special  rules.  For  purposes  of 
subparagraph  (1)  of  this  paragraph — 

(i)  The  taxpayer,  for  its  first  taxable 
year  ending  after  December  31.  1962, 
may  adopt  either  of  the  two  alternative 
methods  described  in  subdivision  (i)  or 
(ii)  of  such  subparagraph;  however,  the 
method  adopted  for  such  first  taxable 
year  must  be  used  consistently  in  com¬ 
puting  the  moving  average  experience 
percentage  for  all  subsequent  taxable 
years. 

(ii)  If  the  taxpayer  has  not  been  in 
existence  for  the  full  6-year  period,  then. 
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for  the  portion  of  such  period  during 
which  it  was  not  in  existence,  such  tax* 
payer  may  use  the  average  loss  expert* 
ence  on  nonqualifyix^  loans  of  compa* 
rahle  taxpayers  described  in  fi  1.593-4, 
and 

(iii)  Any  net  bad  debt  recoveries  shall 
be  taken  into  account. 

(b)  Reasonable  addition  determined. 
Except  as  provided  in  paragraph  (c)  of 
this  section,  the  reasonable  addition  for 
any  taxable  year  to  the  reserve  for  losses 
on  nonqualifying  loans  shall  be  the 
amount  necessary  to  increase  the  bal* 
ance  of  such  reserve  (as  of  the  close 
of  such  year)  to  an  amount  equal  to  the 
total  amount  of  nonqualifying  loans  out* 
standing  at  the  dose  of  such  year  multi* 
plied  by  the  moving  average  experience 
percentage  for  such  year. 

(c)  Alternative  permissible'  addition. 
The  reasonable  additi(m  for  a  taxable 
year  may  increase  the  closing  balance  of 
the  reserve  for  losses  on  nonqualifying 
loans  to  an  amount  in  excess  of  the 
amount  determined  under  paragraph  (b) 
of  this  section  if  the  taxpayer  establishes 
to  the  satisfaction  of  the  district  direc* 
tor  that  such  larger  closing  balance  is 
necessary  in  order  to  absorb  the  bad 
debts  probably  arising  on  nonqualifying 
loans  outstanding  at  the  close  of  such 
year.  In  such  event,  the  reasonableness 
of  the  pn^x>sed  addition  for  the  taxable 
year  shall  be  determined  under  the  pro* 
visions  of  section  166(c)  (without  regard 
to  paragraphs  (a)  and  (b)  of  this  sec¬ 
tion)  in  the  light  of  the  facts  existing 
at  the  close  of  such  year.  Thus,  the  rea¬ 
sonableness  of  the  addition  shall  depend 
upon  current  business  conditions,  the 
nature  of  the  taxpayer’s  nonqualifying 
loans,  the  taxpayer’s  past  experience, 
and  dher  factors,  which  may  reasonably 
be  expected  to  have  a  significant  effect 
on  the  collection  of  the  nonqualif3ring 
loans  outstanding  at  the  close  of  the 
taxable  year.  The  reasonableness  of 
the  addition  shall  not,  however,  be  based 
upon  mere  speculation,  possibility,  or 
contingency.  In  determining  whether  a 
proposed  addition  under  this  paragraph 
is  reasonable,  there  shall  not  be  taken 
into  account  (1)  the  balance  of  the  sup¬ 
plemental  reserve  for  losses  on  loans, 
and  (2)  the  balance  of  any  siirplus,  un¬ 
divided  profits,  or  reserve  account  (other 
than  the  reserve  for  losses  on  non¬ 
qualifying  loans)  which  may  be  charged 
with  bad  debts  on  nonqualifsring  loans. 

(d)  Definitions.  For  purposes  of  this 
section — 

(1)  The'  term  “net  bad  debt  losses” 
means,  for  any  taxable  year,  the  excess, 
if  any,  of  the  total  amount  of  nonquali¬ 
fying  loans  charged  off  during  such  year 
as  bad  debts  over  the  total  amount  of 
recoveries  during  such  year  on  nonquali- 
fjdng  loans  previously  chaiged  off.  and 

(2)  The  term  “net  bad  debt  recov¬ 
eries”  means,  for  any  taxable  year,  the 
excess,  if  any,  of  the  recoveries  during 
such  year  on  nonqualifying  loans  previ¬ 
ously  chaiged  off  over  the  total  amount 
charged  off  during  such  year  as  bad  debts 
on  nonqualifsring  loans. 

(e)  Example.  The  provisions  of  para¬ 
graphs  (a)  and  (b)  of  this  section  may 
be  illustrated  by  the  following  example: 


Eaamplt.  X.  Corporation,  a  mutual  aav- 
IngB  bank  organized  x)ric»’  to  1957,  makea  Its 
returns  on  the  basis  of  the  calendar  year 
and  the  reeenre  method  of  accounting  for 
bad  debts.  The  opening  balance  (as  of  Jan- 
iiary  1.  1964)  of  X’s  reserve  for  losses  on 
nonqualifying  loans  Is  $3,400.  During  1964, 
X  chargee  off  net  bad  debt  losses  $3,000 
on  such  locms.  These  charges  produce  a 
debit  balance  of  $600  ($3,000  minxis  $2,400) 
In  sTich  reserve  at  the  close  of  1964  prior  to 
any  addition  for  such  yeu.  The  total 
amovint  ot  X’s  nonqualifying  loans  outstand¬ 
ing  at  the  close  of  1964  Is  $1,500,000  and  X’s 
moving  average  experience  percentage  on 
such  loans  for  1964  is  .30  percent.  Asstun- 
Ing  paragraph  (c)  of  this  section  does  not 
sqply,  X’s  addition  for  1964  to  the  reserve 
for  losses  on  nonquallf]rlng  loans  is  $3,600, 
that  Is,  the  amount  necessary  to  Increase  the 
$600  debit  balance  of  such  reserve  at  the 
close  of  the  year  to  $3,000.  (an  amount  equal 
to  $1,500,000  of  nonqualifying  locms  multi¬ 
plied  by  .20  percent,  the  moving  average 
experience  percentage  for  1964) . 

§  1.593—7  Addition  to  reserve  for  losses 
on  qualifying  real  prc^erty  loans. 

(a)  In  general.  For  purposes  of 
§  1.593-5,  the  amount  of  the  addition  for 
any  taxable  year  to  the  reserve  for  losses 
on  qualifying  real  property  loans  ia  the 
amount  which  the  ta3h>ayer  determines 
to  constitute  a  reasonable  addition  to 
such  reserve  for  such  year.  However, 
the  amount  so  determined  for  such 
year — 

(1)  Must  be  computed  by  reference  to 
one  of  the  three  methods  described  in 
paragraph  (b) ,  (c) ,  or  (d)  of  this  section 
(relating,  respectively,  to  the  percentage 
at  taxable  income  method,  the  percent¬ 
age  of  real  property  loans  method,  and 
the  experience  method) , 

(2)  Cannot  exceed  the  maximum  per¬ 
missible  addition  described  in  paragraph 
(e)  of  this  section  (if  applicable),  and 

(3)  Shall  be  determined  without  re¬ 
gard  to  any  amount  charged  for  any 
taxable  year  against  the  reserve  for 
losses  on  qualifying  real  property  loans 
pursuant  to  8  1.593-11  (relating  to  cer¬ 
tain  distributions  to  shareholders  by  a 
domestic  building  and  loan  association) . 

For  each  taxable  year  the  taxpayer  must 
select  one  of  the  three  methods  referred 
to  in  subparagraph  (1)  of  this  paragraph, 
and  must  include  in  its  income  tax  return 
for  such  year  a  computation  of  the  addi¬ 
tion  under 'the  method  selected.  The 
selection  of  a  particular  method  in  the 
return  for  a  taxable  year  is  not  a  bind¬ 
ing  election  by  the  taxpayer  to  apply  such 
method  either  for  such  taxable  year  or 
for  subsequent  taxable  years.  Thus,  in 
the  case  of  a  subsequent  adjustment  de¬ 
scribed  in  paragraph  (b)  (2)  of  8  1.593-5 
which  has  the  effect  of  permitting  an 
increase,  or  requiring  a  reduction,  in  the 
amoimt  claimed  in  the  return  for  a  tax¬ 
able  year  as  an  addition  to  the  reserve 
for  losses  on  qualifying  real  property 
loans,  the  amount  of  such  addition  may 
be  recomputed  imder  whichever  method 
the  taxpayer  selects  for  the  purposes  of 
such  reccxnputation,  irrespective  of  the 
method  initially  applied  for  such  taxable 
year. 

(b)  Percentage  of  taxable  income 
method — (1)  In  general.  The  amount 
determined  und^  the  percentage  of  tax¬ 
able  income  method  for  any  taxable  year 
is  an  amount  equal  to  60  percent  of  the 


taxable  income  for  such  year,  minus  the 
amoimt  determined  under  8  1.593-6  as  a 
reasonable  addition  for  such  year  to  the 
reserve  for  losses  on  nonqualifsdng  loans. 
However,  the  amount  determined  under 
such  method  shall  not  exceed  the  amount 
necessary  to  increase  the  balance  (as  of 
the  close  of  the  taxable  year)  of  the  re¬ 
serve  for  losses  on  qualifying  real  prop¬ 
erty  loans  to  an  amount  equal  to  6  percent 
of  such  loans  outstanding  at  such  time. 

(2)  Taxable  income  defined.  For  pur¬ 
poses  of  this  paragraph,  taxable  income 
shall  be  computed — 

(i)  By  excluding  from  gross  income 
any  amount  included  therein  by  reason 
of  the  application  of  8  1.593-11  (relating 
to  certain  distributions  to  shareholders 
by  a  domestic  building  and  loan  associ¬ 
ation)  ; 

(ii)  Without  regard  to  any  deduction 
allowable  under  section  166(c)  for  an 
addition  to  a  reserve  for  bad  debts; 

(iii)  Without  regard  to  any  section 
providing  for  a  deduction  the  amount  of 
which  is  dependent  upon  the  amount  of 
taxable  income  (such  as  section  170,  re¬ 
lating  to  charitable,  etc.,  contributions 
and  gifts,  or  sections  243,  244,  and  245, 
relating  to  deductions  for  dividends  re¬ 
ceived)  ;  and 

(iv)  Without  regard  to  any  net  oper¬ 
ating  loss  carryback  to  such  year  under 
section  172. 

(c)  Percentage  of  real  property  loans 
method — (1)  General  rule.  The  amount 
determined  under  the  percentage  of  real 
property  loans  method  for  any  taxable 
year  is  the  amount  necessary  to  Increase 
the  balance  (as  of  the  close  of  such  year) 
of  the  reserve  for  losses  on  qualifying 
real  property  loans  to¬ 
rt)  An  amount  equal  to  3  percent  of 
such  loans  outstanding  at  such  time, 
plus 

(ii)  In  the  case  of  a  taxpayer  de¬ 
scribed  in  subparagraph  (2)  of  this  para¬ 
graph,  an  amount  equal  to — 

(a)  ’The  lesser  of  2  percent  of  such 
loans  outstanding  at  such  time,  or 
$80,000,  reduced  (but  not  below  zero)  by, 

(b)  The  balance  as  of  the  close  oi 
such  year,  if  any.  of  such  taxpayer's 
supplemental  reserve  for  losses  on  loans. 

(2)  Certain  new  companies,  (i)  Sub- 
paragraph  (1)  (ii)  of  this  peu*agraph  £q>- 
plies  only  in  the  case  of  a  taxpayer  which 
is  a  new  company,  and  which  does  not 
have  capital  stock  with  respect  to  which 
distributions  of  property  (as  defined  in 
section  317(a))  are  not  allowable  as  a 
deduction  under  section  591.  ^ 

(ii)  For  purposes  of  this  subpara¬ 
graph,  a  taxpayer  is  a  new  company  for 
any  taxable  year  only  if  such  year  be¬ 
gins  not  more  than  10  calendar  years 
after  the  first  day  on  which  such  tax¬ 
payer,  or  any  predecessor  of  such  tax¬ 
payer,  was  authorized  by  Federal  or 
State  law  to  do  business  as  (a)  a  mutual 
savings  bank  not  having  capital  stock 
represented  by  shares,  (b)  a  domestic 
building  and  loan  association,  (c)  a  co- 
(^rative  bank  without  capital  stock  or¬ 
ganized  and  operated  for  mutual  pur¬ 
poses  and  without  profit,  or  id)  any 
other  savings  institution  chartered  and 
supervised  as  a  savings  and  loan  or  sim¬ 
ilar  associatiim  under  Federal  or  State 
law. 
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(ill)  As  used  in  subdivision  (ii)  of  this  (2)  Special  rule  where  a  domestic  (3)  Total  deposits  or  withdraioable  ac- 
subparagraph,  the  term  ''calendar  year”  building  and  loan  association  or  coopera-  counts.  The  term  "total  deposits  or 
has  the  meaning  assigned  to  such  term  tive  bank  exceeds  certain  assets  limi~  withdrawable  accounts"  means  the  total 
in  section  441  (relating  to  the  period  for  tations.  If,  for  the  taxable  year,  the  of  the  amounts  placed  with  the  taxpayer 
computation  of  taxable  income) ;  and  the  taxpayer  selects  either  the  percentage  of  for  deposit  or  investment.  Such  term 
term  "predecessor"  means  any  organi-  taxable  income  method  described  in  par-  also  includes  earnings  outstanding  on 
zation  which  transferred  more  than  50  agraph  (b)  of  this  section  or  the  per-  the  books  of  account  of  the  taxpayer  at 
percent  of  the  total  amount  of  its  assets  centage  of  real  property  loans  method  the  close  of  the  taxable  year  which  have 
to  the  taxpayer,  and  which,  prior  to  the  described  in  paragraph  (c)  of  this  sec-  been  credited  as  dividends  or  interest 
time  of  such  transfer,  was  (a)  author-  tion,  and  if  for  such  year  such  taxpayer  upon  such  deposits  hr  withdrawable  ac- 
ized  by  Federal  or  State  law  to  do  busi-  qualifies  as  a  domestic  building  and  loan  counts  prior  to  the  close  of  such  taxable 
ness  as  a  mutual  savings  bank  not  hav-  association  under  the  first  sentence  of  year,  and  which  are  withdrawable  on  de- 
ing  capital  stock  represented  by  shares,  ] 
a  domestic  building  and  loan  association,  i 
or  a  cooperative  bank  without  capital 
stock  organized  and  operated  for  mutual  ] 
purposes  and  without  profit,  or  (b)  any 
other  savings  institution  chartered  and 
supervised  as  a  savings  and  loan  or  simi¬ 
lar  association  under  Federal  or  State 
law.  The  term  "predecessor"  also  means 
any  predecessor  of  such  predecessor. 

(d)  Experience  method.  The  amount 
determined  iinder  the  experience  method 
for  any  taxable  year  shall  not  exceed  the 
amount  determined  under  section  166(c) 
to  be  a  reasonable  addition  for  such  year 
to  the  reserve  for  losses  on  qualifying  real 
property  loans.  For  purposes  of  section 
166(c) ,  such  reasonable  addition  shall  be 
determined  in  the  same  manner  as  the 
reasonable  addition  to  the  reserve  for 
losses  on  nonqualifsring  loans.  Thus, 
the  amount  determined  imder  the  ex¬ 
perience  method  shall  be  computed  by 
reference  to  the  provisions  of  paragraphs 
(a)  and  (b)  (or,  if  applicable,  paragraph 
(c)  )  of  8  1.593-6,  except  that  the  terms 
'iionqualifying  loans"  and  "reserve  for 
losses  on  nonqualifsring  loans",  where- 
ever  they  appear  in  8  1.593-6,  shall  be 
replaced,  respectively,  by  the  terms 
"qualifsr^  real  property  loans"  and  "re¬ 
serve  for  losses  on  qualifsring  real  pn^- 
crty  loans". 

(e)  Maximum  permissible  addition 
where  percentage  of  taxable  income 
method  or  percentage  of  real  property 
loans  method  is  applied — (1)  12  percent 
of  deposits  limitation.  If,  for  the  tax¬ 
able  year,  the  taxpayer  selects  either  the 
percentage  of  taxable  income  method 
described  in  paragraph  (b)  of  this  sec¬ 
tion  or  the  percentage  of  real  proper^ 
loans  method  described  in  paragraph  (c) 
of  this  section,  then  (unless  subpara¬ 
graph  (2)  of  this  paragraph  applies)  the 
maximum  permissible  addition  for  such 
year  is  equal  to  the  lesser  of — 

(i)  The  amount  determined  imder 
such  paragraph  (b)  or  (c) ,  or 

(ii)  An  amount  which,  when  added  to 
the  amoimt  determined  under  8  1.593-6 
as  an  addition  for  such  year  to  the  re¬ 
serve  for  losses  on  nonqualifsring  loans, 
equals  the  amoimt  by  which  12  percent 
of  the  total  deposits  or  withdrawable  ac¬ 
counts  of  depositors  of  the  taxpayer  at 
the  close  of  such  year  exceeds  the  sum 
of  the  taxpayer’s  surplus,  undivided 
profits,  and  reserves  at  the  beginning  of 
such  year  (taking  into  account  any  por¬ 
tion  thereof  which  is  attributable  to  the 
period  before  the  first  taxable  year  be¬ 
ginning  after  December  31, 1951) . 

For  definition  of  the  terms  "surplus,  un¬ 
divided  profits,  and  reserves”  and  "total 
deposits  or  withdrawable  accounts",  see 
paragraph  (f )  of  this  section. 


(f )  Deflmttons.  For  purposes  of  this  supplement  reee^e  for 
section—  losses  cm  loans .  8,000  8,000 

(1)  Surplus,  undivided  profits,  and  - ^ - 

reserves.  The  term  "surplus,  undivided  •computed  before  any  addition  for  1965  under  section 
profits,  and  reserves”  the  amount 

by  which  the  total  assets  of  the  taxpayer  paragr^h  (a)  of 

exceed  Ite  total  liabilities.  The  deter- 

mlnfl.tinn  of  Riirh  total  assats  and  total  average  experience  percentages  with  re- 

mi^uon  oi  sucn  a^m  ana  mtai  ^  nonqualifying  loans,  and  with 

liabilities  shall  conform  to  the  method  respect  to  its  qualifying  real  property  loans, 
of  accounting  employed  by  the  taxpayer  are,  respectively,  0.40  percent  and  0.30  per- 
in  determining  taxc^le  income  and  to  cent.  X’s  taxable  income  for  1965  is  $20,000 
the  rules  applicable  in  determining  its  computed  before  any  deductible  addition  to  a 
earnings  and  profits.  Total  deposits  or 

withdrawable  accounts  (as  defined  in  <^iarltabie  TOntributloM  of  $20()and  dlvl- 
cniKnavorminVi  ftV  tViio  noiMxrranVt  Kiif  dends  Of  $400  tecelved  frooi  domcstlc  cmpo- 
subparagraph  (3)  of  this  paragraph  but  rations  subject  to  taxation  under  chapter  l 

determined  as  of  the  beginning  of  the  Qf  tiie  ckxle.  As  computed  imder  paragrai^ 
taxable  year)  shall  be  considered  a  li-  (b)  of  f  1.593-6,  X’s  addition  for  1965  to  its 
ability.  In  the  case  of  a  domestic  build-  reserve  for  losses  on  nonqualifying  loans  is 
ing  and  loan  association  having  per-  $80. 

manent  nonwithdrawable  capital  stock  (h)  computation  of  addition  to  reserve 
represented  by  shares,  the  paid-in  forU^sesonq^lifyingreaipro^yjM^ 

amount  of  such  stock  shall  also  be  con-  ^  ^ 

1^1  M  sonable  addition  for  1965  to  Its  reserve  for 

sidered  a  liability.  However,  reserves  josses  on  qualifying  real  property  loans  is 
for  contingencies  and  other  reserves  $11,920.  Such  amount  is  equal  to  the  maxi- 
which  are  mere  appropriations  of  surplus  miim  permissible  addition  to  such  reserve 
are  not  liabilities  for  purposes  of  this  for  such  year  as  computed  xmder  the  per- 
section.  centage  of  taxable  Income  method.  X  selects 

(2)  Total  assets.  The  term  "total  as-  method  since  thei^oimt  detcrmln^ 

thereundCT  Is  the  largest  of  the  amounts 
sets  means  the  sum  of  monp  (i^lud-  determined  imder  (b),  (c),  and  (d)  of  this 
ing  time  or  demand  deposits  with,  or  subdivision,  and  does  not  exceed  the  12  per- 
withdrawable  accounts  in,  any  financial  cent  of  deposits  limitation  computed  undei 
Institution) ,  plus  the  aggregate  of  the  (e)  of  this  subdivision, 
adjusted  basis  (determined  under  (b)  Percentage  of  taxable  i-ncome  method 
8  1.1011-1)  of  the  property  other  than  The  amount  determined  under  this  method 
money  held  by  the  taxpayer.  For  special  is  $11,920.  that  is,  60  percent  of  the  taxable 

Tiilpjt  with  f/i  ndlustmentx  to  Income  for  1965,  or  $12,000  (60  percent  ol 

With  respei^  to  a^us^enm  to  ^q.OOO),  minus  $80.  the  addition  for  suet 

basis  in  the  case  of  property  acquired  by  year  to  the  reserve  for  losses  on  nonqualify, 
the  taxpayer  in  a  transaction  described  ing  loans.  This  amount  is  not  subject  u 
in  section  595  (a) ,  see  section  595.  reduction  under  the  6  percent  of  qualifying 


If  tbe  percentage  of 
the  taxpayer’s  assets 
which  are  not  assets 
described  in  section 
7701  (a)  (19)  (D)  (11) 
exceed^ 

But  does  not 
exceed— 

The  reduction  shall 
be  tbe  following 
proportion  of  tlw 
amount  determined 
imder  racb  sub¬ 
paragraph  (1) — 

Percent 

Percent 

36 

37 

H* 

37 

38 

H 

38 

39 

M 

39 

40 

W 

40 

41 

Balance  as  of— 

Account 

Jan.  1, 1966 

Dec.  31, 1966 

Total  deposits  or  with¬ 
drawable  accounts _ 

$1,000,000 

$1,200,000 

Surplus,  undivided  prof- 

its,  and  reserves _ 

Nimqnalifying  loans _ 

Qualifying  real  pr(q;>erty 

100,000 

143,580 

60,000 

60,000 

loans _ 

Beserve  for  losses  on  non-* 

900,000 

940,000 

qoallfylng  loans.  _ 

Beserve  for  losses  on  quali¬ 
fying  real  ivoperty  louas. 

•200 

•24,000 

•160 

•21.000 

Supplemental  reee^e  for 

losses  cm  loans _ 

8,000 

8,000 
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real  property  loans  limitation  described  In 
paragraph  (b)(1)  of  this  section  since  the 
addition  to  911^20  to  the  $21,000  balance 
of  the  reserve  for  losses  on  qxiallfylng  real 
property  loans  at  the  close  of  1965  will  not 
Increase  such  balance  to  an  amoimt  In  excess 
of  $56,400,  that  Is,  6  percent  of  such'loans 
of  $940,000  outstanding  at  such  time. 

(c)  Percentage  of  real  property  loans 
method.  Since  X  Is  not  a  new  company 
within  the  meaning  of  paragraph  (c)  (2)  of 
this  section,  the  amount  determined  under 
th  percental  of  real  property  loans  method 
Is  $7,200,  that  Is,  the  amount  necessary  to 
Increase  the  balance  of  the  reserve  for  losses 
on  qixallfylng  real  property  loans  at  the  close 
of  1965  from  $21,000  to  an  amoimt  equal  to 
3  percent  of  such  loans  outstanding  at  such 
time,  or  $28,200  (3  percent  of  $940,000) . 

(d)  Experience  method.  Tlie  amount  de> 
termined  tmder  the  experience  method  is 
B^o  since  the  $21,000  balance  of  the  reserve 
for  losses  on  qualifying  real  iwoperty  loans 
at  the  close  of  1965  before  any  addition  for 
such  year  exceeds  $1,880  ($940,000  of  quail- 
firing  real  pit^>erty  loans  multiplied  by  .20 
percent) ,  the  maximum  amount  to  which 
such  reserve  could  be  Increased  under  such 
method. 

(e)  12  percent  of  deposits  limitation.  The 
amount  determined  under  this  llmitatl<Mi  Is 
$43,920,  that  Is,  $44,000  (the  excess  of  12  per¬ 
cent  of  $1,200,000  of  deposits  at  the  close 
of  1965,  or  $144,000,  over  the  $100,000  of 
surplus,  undivided  {N'oflts,  and  reserves  at 
the  beginning  of  such  year) ,  minus  $80,  the 
addition  for  such  jeai  to  the  reserve  for 
losses  on  nonquallfirlng  loans.  Since  such 
$43,920  is  greater  than  $11,920  (the  amoimt 
determined  imder  (b)  of  this  subdivision), 
the  12  percent  of  deposits  limitation  does 
not  apply  for  1965. 

(Ill)  Computation  of  taxable  income  for 
1965.  X’B  taxable  Income  tor  1965,  after  de¬ 
ducting  the  additions  for  such  year  to  Its 
reserves  tor  losses  on  nonqualif]rlng  loans 
and  on  qualifying  real  property  loans,  as 
well  as  the  Items  of  deduction  which  were 
not  taken  Into  account  In  computing  tax¬ 
able  Income  tar  purposes  of  the  addition  to 
the  reserve  for  losses  on  qualifying  real  prc^- 
erty  loans.  Is  $7,860,  (xxnputed  as  follows: 

Taxablf  Income _ $20,  000 

Dividends  received 

from  Y  Corporation _  400 

-  $20,400 

Less: 

Deduction  for  char¬ 
itable  contributions.--  200 

85  percent  of  divi¬ 
dends  received  from 

Y  Corporation _  340 

Additions  to  reserves 
for  bad  debts _  12,000  12,540 

7,860 

Example  (2).  Assume  the  same  facts  as 
In  example  (1),  except  that  X  Corporation 
was  organized  In  1957.  and  qualifies  for  the 
taxable  year  1965  as  a  new  company  within 
the  meaning  of  paragnq>h  (c)(2)  of  this 
section.  Ihe  maximum  permissible  addi¬ 
tion  for  1965  to  X’s  reserve  for  losses  on 
qualifying  real  property  loans  Is  $18,000,  the 
amotmt  computed  under  the  percental  of 
real  property  loans  method,  since  such 
amount  Is  greats  than  (1)  $11,920,  the 
amoimt  ccanputed  imder  the  i>ercentage  of 
taxable  Income  method,  and  (11)  zero,  the 
amount  computed  under  the  eiq;>erlence 
method.  The  $18,000  amount  (as  computed 
imder  the  percentage  of  real  property  loans 
method)  Is  the  amount  necessary '  to  In¬ 
crease  the  reserve  for  losses  on  qualifying 
real  property  loans  from  the  $21,000  closing 
balance  to  $39,000,  computed  as  follows: 

S  percent  of  $940.(XX)  of  qualifying 
real  property  loans  at  close  of 
1965  - $28,200 


Plus: 

Lesser  of  $80,000  or 
$18,800  (2  percent  of 
such  loans  of  $940,- 
000),  reduced  by _ $18,800 

Balance  of  supplemen¬ 
tal  reserve  for  losses 

on  loans _  8, 000 

-  $10,800 

39,000 

Example  (3).  Assxime  the  same  facts  as 
In  example  (1).  except  that  for  1965,  38.4 
percent  of  X’s  total  assets  oonfist  of  assets 
other  than  the  assets  described  In  section 
7701(a)  (19)  (D)  (11).  In  such  case,  the  max- 
Imiun  permissible  addition  of  $llfi20  for 
such  year  to  the  reserve  for  losses  on  quali¬ 
fying  real  property  loans  (as  deteimlned 
under  subdivision  (11)  of  example  <(1)) 
would  be  reduced  by  $2,980  ()4  of  $11,920) 
to  $8,940. 

§  1.59S-8  Establishment  and  treatment 
of  reserves  for  bad  debts. 

(a)  Establishment  of  reserves — (1) 
In  general.  A  taxpayer  described  in 
§  1.593-4  shall  establish  and  maintain  a 
reserve  for  losses  on  nonqualifsring  loans, 
a  reserve  for  losses  on  qualifying  real 
property  loans,  and,  if  required  imder 
paragraph  (b)  (4)  or  (c)  (3)  (i)  (c)of  this 
section,  a  supplemental  reserve  for  losses 
on  loans.  For  rules  governing  the  cred¬ 
iting  of  additions  to  the  reserve  for  losses 
on  nonqualifsring  loans  and  the  reserve 
for  losses  on  qualifying  real  property 
loans,  see  paragraph  (b)  of  §  1.593-5. 

(2)  Accounting  for  reserves.  The  tax¬ 
payer  shall  establish  and  maintain  as  a 
permanent  part  of  its  regular  books  of 
account  an  account  for  each  of  the  re¬ 
serves  established  pursuant  to  subpara¬ 
graph  (1)  of  this  paragraph.  Any  ad¬ 
justment  which  is  made  to  such  reserve 
pursuant  to  the  requirements  of  para¬ 
graph  (b)  of  8  1.593-5  must  be  reflected 
in  the  account  for  such  reserve. 

(b)  Allocation  of  pre-1963  reserves — 
(1)  In  general.  In  the  case  of  a  taxpayer 
described  in  f  1.593-4  Jbhe  pre-1963  re¬ 
serves,  if  any,  of  such  taxpayer  shall  be 
allocated  to  (and  constitute  the  opening 
balance  of)  the  reserve  for  losses  on  non¬ 
qualifying  loans,  the  reserve  for  losses 
on  qualifying  real  property  loans,  and,  if 
required  under  subparagraph  (4)  of  this 
paragraph,  the  8uiH>lemental  reserve  for 
losses  on  loans.  As  used  in  this  secti(m 
and  8  1.593-9,  the  term  “pre-1963  re¬ 
serves”  means  the  net  amount  (deter¬ 
mined  as  of  the  close  of  December  31, 
1962)  accumulated  for  taxable  years  be¬ 
ginning  after  December  31,  1951,  in  the 
taxpayer’s  reserve  for  bad  debts  pursu¬ 
ant  to  section  166(c)  of  the  Internal 
Rev^ue  Code  of  1954  and  section 
23(k)  (1)  of  the  Internal  Revenue  Code 
of  1939  (including  the  amount  of  any 
bad  debt  reserves  acquired  fnxn  another 
taxpayer) .  For  purposes  of  the  preced¬ 
ing  sentence  in  the  case  of  a  taxable 
year  beginning  befiu’e  January  1,  1963, 
and  ending  after  December  31,  1962,  the 
part  of  such  year  occurring  before  Jan¬ 
uary  1,  1963,  shall  be  treated  as  a  tax¬ 
able  year.  Thus,  the  pre-1963  reserves 
of  the  taxpayer  shall  be  an  amount  equal 
to— 

(i)  The  sum  of  the  amounts  allowed 
as  deductions  for  additicms  to  a  reserve 
for  bad  debts  for  taxable  years  beginning 


after  December  31,  1951,  and  ending 
before  January  1, 1963,  plus 

(ii)  In  the  case  of  a  taxable  year  be¬ 
ginning  before  January  1, 1963,  and  end¬ 
ing  after  December  31, 1962,  the  amount 
(determined  under  8  1.593-1  or  1.593-2) 
which  would  be  allowable  under  section 
166(c)  as  a  deduction  for  an  addition  to 
a  reserve  for  bad  debts  for  the  part  of 
such  year  occurring  before  January  1, 
1963,  if  such  part  year  constituted  a 
taxable  year,  minus 

(ili)  The  total  amount  of  bad  debts 
charged  against  a  reserve  for  bad  debts 
during  the  period  which  begins  with  the 
opening  of  the  flrst  taxable  year  begin¬ 
ning  after  December  31, 1951,  and  which 
ends  at  the  close  of  December  31,  1962, 
plus 

(iv)  The  total  amount  of  recoveries, 
during  the  period  described  in  subdivi¬ 
sion  (iii)  of  this  subparagraph,  on  bad 
debts  charged  against  a  reserve  for  bad 
debts  in  a  taxable  year  beginning  after 
December  31, 1951. 

(2)  Allocation  to  opening  balance  of 
reserve  for  losses  on  nonqualifying  loans. 
(i)  As  of  the  close  of  December  31,  1962, 
the  pre-1963  reserves  shall  flrst  be  allo¬ 
cated  to  (and  constitute  the  (H>ening  bal¬ 
ance  of)  the  reserve  for  losses  on  non- 
quaUf  ]dng  loans  in  an  amount  equal  to 
the  les^  of  (a)  the  amount  of  such  pre- 
1963  reserves,  or  (b)  the  amount  de¬ 
termined  under  subdivision  (ii)  of  this 
su1:9aragriq;)h. 

(ii)  The  amount  referred  to  in  subdi¬ 
vision  (i)  (b)  of  this  subparagraph  shall 
be  tile  amount  which  would  constitute  a 
reasonable  addition  to  the  reserve  for 
losses  on  nonqualifying  loans  under  sec¬ 
tion  166(c)  for  a  period  in  which  the 
taxpayer’s  nonqualifying  loans  increased 
from  zero  to  the  amount  thereof  out¬ 
standing  at  the  close  of  December  31, 
1962.  For  purposes  of  the  preceding  sen¬ 
tence,  a  reasonable  addition  under  sec¬ 
tion  166(c)  for  such  period  shall  be  an 
amount  equal  to — 

(a)  The  total  amount  of  nonqualify¬ 
ing  loans  outstanding  at  the  close  of  De¬ 
cember  31, 1962,  multiplied  by 

(b)  The  moving  average  experience 
percentage  on  such  loans  (as  determined 
under  the  principles  of  paragraph  (a)  of 
8  1.593-6)  for  a  period  comprising  72 
consecutive  calendar  months  ending 
December  31.  1962,  or,  if  shorter,  for  a 
period  beginning  with  the  flrst  day  of 
the  taxpayer’s  flrst  taxable  year  and 
ending  December  31,  1962. 

In  the  case  of  a  taxpayer  without  any 
loss  experience  oh  its  nonqualifjdng 
loans,  a  nominal  amount  may  be  allo¬ 
cated  to  the  reserve  for  losses  on  such 
loans. 

(3)  Allocation  to  opening  balance  of 
reserve  for  losses  on  qualifying  real 
property  loans,  (i)  Any  portion  of  the 
pre-1963  reserves  remaining  after  the 
allocation  provided  in  subparagraph  (2) 
of  this  paragraph  shall,  as  of  the  close 
of  December  31,  1962,  be  allocated  to 
(ahd  constitute  the  opening  balance  of) 
the  reserve  for  losses  on  qualifidng  real 
property  loans  in  an  amount  equal  to  the 
lesser  of  (a)  the  amount  of  such  remain¬ 
ing  portion,  or  (b)  the  amount  deter¬ 
mined  under  subdivision  (ii)  of  this  sub- 
paragraph.  If  the  amount  described  in 


Tuesday,  November  5,  1963 


FEDERAL  REGISTER 


11791 


Xa)  of  the  preceding  sentence  is  less  than 
the  amount  described  in  (6)  thereof,  see 
§  1.593-9  for  allocation  of  pre-1952  sur¬ 
plus.  if  any,  to  the  opening  balance  of 
such  reserve. 

(ii)  The  amount  referred  to  in  s^b- 
division  (i)  (b)  of  this  subparagraph 
shall  be  an  amount  equal  to  the  greater 
of — 

(a)  3  percent  of  the  taxpayer’s  quali¬ 
fying  real  property  loans  outstanding  at  - 
the  close  of  December  31,  1962,  or 

(b)  The  amount  which  would  consti¬ 
tute  a  reasonable  addition  to  the  reserve 
for  losses  on  such  loans  under  section 
166(c)  for  a  period  in  which  the  amount 
of  such  loans  increased  frcnn  zero  to  the 
amount  ttiereof  outstanding  at  the  close 
of  December  31, 1962. 

For  purposes  of  computing  the  amount 
described  in  (b)  of  the  preceding  sen¬ 
tence,  a  reasonable  addition  under  sec¬ 
tion  166(c)  for  such  period  shall  be  an 
amount  equal  to  the  total  amount  of 
qualifying  real  property  loans  outstand¬ 
ing  at  the  close  of  December  31,  1962, 
multiplied  by  the  moving  average  ex¬ 
perience  percentage  on  such  loans  (as 
determined  under  the  principles  of  para¬ 
graph  (a)  of  1  1.593-6)  for  a  period 
comprising  72  consecutive  calendar 
months  ending  December  31,  1962,  or,  if 
shorter,  fw  a  period  beginning  with  the 
first  day  of  the  teixpayer’s  first  taxable 
year  and  ending  December  31.  1962. 

(4)  Allocation  to  supplemental  re¬ 
serve  for  losses  on  loans.  Any  portion  of 
the  pre-1963  reserves  remaining  after  the 
allocations  provided  in  subparagraphs 
(2)  and  (3)  of  this  paragraph  shall  be 
allocated  in  its  entirety  to  the  supple¬ 
mental  reserve  for  losses  on  loans. 

(5)  Examples.  This  paragraph  may 
be  illustrated  by  the  following  examples: 

Example  (1) — (i)  Facts.  X  CcHiporatlon, 
a  domestic  building  and  loan  association  or¬ 
ganized  on  April  1,  1954,  makes  Its  retxims 
on  the  basis  of  a  taxable  year  ending  March 
31  and  the  reserve  method  of  accounting  for 
bad  debts.  For  its  taxable  years  ending 
March  31,  1956,  through  March  31.  1962,  X 
was  allowed  a  total  of  $750,000  as  deductible 
additions  to  its  reserve  for  bad  debts  under 
section  166(c).  For  Its  taxable  year  ending 
March  31,  1963,  X  was  allowed  a  deduction 
under  section  166(c)  for  an  addition  to  a 
reserve  for  bad  debts.  Of  such  deduction 
$46,000  was  determined  under  i  1.693-1  (re¬ 
lating  to  additions  to  reserve  for  bad  debts) 
by  reference  to  S  1.593—10  (relating  to  tax¬ 
able  Income  for  taxable  years  beginning  in 
1962  and  ending  In  1963)  as  the  amount 
which  would  be  allowable  for  the  period 
April  1  through  December  31.  1962,  If  such 
period  constituted  a  taxable  year.  During 
the  taxable  years  ending  March  31,  1966, 
through  March  31,  1963,  X  charged  bad  debts 
of  $55,000  against  its  reserve  for  bad  debts 
and  made  recoveries  on  such  debts  of  $10,000. 
Of  such  bsid  debt  charges  and  recoveries, 
$60,000  was  charged  off  and  $9,000  was  re¬ 
covered  prior  to  January  1,  1963.  At  the 
close  of  December  31,  1962,  X  had  outstand¬ 
ing  nonqualifying  loans  of  $500,000  and  out¬ 
standing  qualifying  real  property  loans  of 
$10  million.  X’s  moving  average  experience 
percentages  with  respect  to  its  nonqualifying 
loans,  and  with  respect  to  Its  qualifying  real 
property  loans,  for  the  72-month  period  be- 
^inlng  January  1,  1967,  and  ending  Decem- 
oer  31,  1962,  were  respectively,  0.40  percent 
end  JO  percent. 


(U)  Pre-1963  reserves  determined.  X’s 
pre-1963  reserves  are  $755,000,  computed  as 
follows : 

Dediictlble  additions  to  reserve  for  bad  debts: 

Years  ending  March 
31.  1966  through 

March  31,  1962 . $760,000 

Period  April  1  through 
December  31,  1962..  46,000 

-  $796, 000 

Less: 

Net  bad  debt  losses  for 
period  April  1,  1954 
through  December 


.31,1962: 

Bad  debts _  60, 000 

Recoveries  _  (9,000)  41,000 


766,000 

(111)  Allocation  to  opening  balance  of  re¬ 
serve  for  losses  on  nonqualifying  loans.  The 
portion  of  the  $765,000  of  pre-1963  reserves 
to  be  allocated  to  the  reserve  for  losses  on 
nonqualifying  loans  as  the  opening  balance 
thereof  is  $2,000,  i.e..  $600,000  (the  total 
amoimt  of  nonqualifying  loans  outstanding 
at  the  close  of  December  31,  1962),  multi¬ 
plied  by  0.40  percent  (the  moving  average 
experience  percentage  on  such  loans). 

(Iv)  Allocation  to  opening  balance  of  re¬ 
serve  for  losses  on  qualifying  real  property 
loans.  Of  the  $763,000  ($756,000  minus 
$2,000)  of  pre-10^  reserves  remtdnlng  after 
the  allocation  described  In  subdivision  (111) 
of  this  example.  $300,000  (3  percent  of  $10 
million,  the  total  amount  of  quallf]rlng  real 
property  loans  outstanding  at  the  close  of 
December  31,  1962)  Is  allocated  to  the  open¬ 
ing  balance  of  the  reserve  for  losses  on 
qualifying  real  property  loans,  since  such 
amount  Is  greater  than  $20,000  ($10  million 
■  multiplied  by  OJO  percent,  the  moving 
average  experience  percentage  on  such 
loans). 

(V)  Allocation  to  supplemental  reserve  for 
losses  on  loans.  The  balance  of  the  pre- 
1963  reserves,  or  $463,000  ($766,000  minus 
the  sum  of  $2,000  and  $300.000) ,  Is  allocated 
In  Its  entirety  to  the  supplemental  reserve 
for  losses  on  loans. 

Example  (2).  Assume  the  same  facts  as 
In  example  ( 1 ) ,  except  that  X  was  organized 
in  1936,  and  on  December  31,  1962,  had  pre- 
1963  reserves  of  only  $15,000  (rather  thitn 
$756,000).  In  such  case,  $2,000  of  such  pre- 
1963  reserves  would  be  allocated  to.  and  con¬ 
stitute  the  opening  balance  of,  the  reserve 
for  losses  on  nonqualifying  loans,  and  $13,000 
($16,000  mlniu  $2,000)  would  be  allocated 
to  and  constitute  part  of  the  opening  balance 
of  the  reserve  for  losses  on  quallf]dng  real 
property  loaxis.  However,  since  such  $13,000 
Is  less  than  $300,000  (3  percent  of  $10  mil¬ 
lion)  ,  the  opening  balance  of  the  reserve  for 
losses  on  quallfiring  real  property  loans  must 
be  Increased  by  so,  much  of  the  taxpayor's 
pre-1052  surplus  as  is  necessary  to  Increase 
such  opening  balance  to  $300,000.  ¥or  rules 
on  the  allocation  of  pre-1052  surplus  to  the 
opening  balance  of  the  reserve  tor  losses  on 
qualifying  real  property  loans,  see  f  1.693-9. 

(c)  Treatment  of  reserves — (1)  In 
general.  Except  as  provided  in  para¬ 
graph  (d)  of  S  1.593-9  (relating  to  the 
allocation  of  pre-1952  surplus),  each  of 
the  reserves  established  pursuant  to 
paragraph  (a)  of  this  section  shall  be 
treated,  for  purposes  of  subtitle  A  of  the 
Code,  as  a  reserve  for  bad  debts,  except 
that  no  deduction  shall  be  allow^  under 
section  166  for  any  addition  to  the  sup¬ 
plemental  reserve  for  losses  on  loans. 
Accordingly,  if  in  any  taxable  year  the 
taxpayer  charges  any  of  the  reserves 
established  pursuant  to  paragn^  (a) 
of  this  section  for  an  item  other  than  a 


bad  debt,  gross  income  for  such  year 
shall  be  increased  by  the  amount  of  such 
charge.  For  special  rules  in  case  of 
certain  nondeductible  distributions  to 
shareholders  by  a  domestic  building  and 
loan  association,  see  S  1.593-11. 

(2)  Bad  debt  losses.  Any  bad  debt 
in  respect  of  a  nonqualifying  loan  shall 
be  charged  against  the  reserve  for  losses 
on  nonqualifsring  loans,  and  any  bad 
debt  in  respect  of  a  qualifying  real  prop¬ 
erty  loan  shall  be  charged  against  the 
reserve  for  losses  on  qualif sring  real  prop¬ 
erty  loans.  At  the  option  of  the  tax¬ 
payer,  however,  any  bad  debt  in  respect 
of  either  class  of  loans  may  be  charged 
in  whole  or  in  part  against  the  supple¬ 
mental  reserve  for  losses  on  loans. 

(3)  Recoveries  of  had,  debts.  Any 
amount  recovered  after  December  31, 
1962,  in  respect  of  a  bad  debt  shall  be 
credited  to  the  reserves  established  pur¬ 
suant  to  paragraph  (a)  of  this  section 
in  the  following  manner: 

(i)  If  the  recovery  is  in  respect  of  a 
bad  debt  which  was  charged  prior  to 
January  1,  1963,  against  a  reserve  for 
bad  debts  established  pursuant  to  sec¬ 
tion  166(c)  of  the  Internal  Revenue  Code 
of  1954,  or  section  23(k)  (1)  of  the  In¬ 
ternal  Revenue  Code  of  1939,  then  the 
amount  recovered  shall  be  credited — 

(a)  First,  to  the  reserve  for  losses 
on  nonqualifsdng  loans  in  an  amount 
equal  to  the  amount,  if  any,  by  which 
the  amount  determined  under  subdivi¬ 
sion  (ii)  of  paragraph  (b)  (2)  of  this 
section  exceeds  the  opening  balance  of 
such  reserve  (determined  imder  such 
paragraph  (b)  (2)), 

(b)  Second,  to  ^e  reserve  for  losses 
on  qualifying  real  property  locms  in  an 
amount  equal  to  the  amount,  if  any,  by 
which  the  amount  determined  under  sub¬ 
division  (ii)  of  paragraj^  (b)  (3)  of  this 
section  exceeds  the  opening  telance  of 
such  reserve  (determined  under  such 
paragraph  (b)  (3) ) .  and 

(c)  Finally,  to  the  sui^lemental  re¬ 
serve  for  losses  on  loans. 

For  purposes  of  determining  the  amounts 
of  the  credits  under  (a)  and  (b)  of  thl« 
subdivision,  the  opening  balances  of  the 
reserve  for  losses  on  nonqualifying  loans 
and  the  reserve  for  losses  on  qualifying 
real  property  loans  shall  be  deemed  to 
include  the  sum  of  the  amoimts  of  any 
prior  credits  made  to  such  reserves  pur¬ 
suant  to  this  subdivision. 

(ii)  If  the  recovery  is  in  respect  of  a 
bad  debt  which  Is  chaiged  after  De¬ 
cember  31,  1962,  against  only  one  of  the 
reserves  established  pursuant  to  para¬ 
graph  (a)  of  this  section,  the  entire 
amount  recovered  shall  be  credited  to 
the  reserve  so  charged. 

(iii)  If  the  recovery  is  in  respect  of  a 
bad  debt  which  is  chaiged  after  Decem¬ 
ber  31,  1962,  in  part  against  the  sup¬ 
plemental  reserve  for  losses  on  loans,  and 
in  part  either  against  the  reserve  for 
losses  on  nonqualifsring  loans  or  against 
the  reserve  for  losses  on  qualifying  real 
property  loans,  then  the  amount  recov¬ 
ered  shall  be  credited  to  each  of  the  re¬ 
serves  so  charged  in  the  ratio  which  the 
amount  of  the  bad  debt  charged  against 
such  reserve  bears  to  the  total  amount 
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of  such  bad  debt  charged  against  both 
such  reserves. 

(iv)  Subdivision  (1)  of  this  sulH>ara- 
graph  may  be  Illustrated  by  the  follow¬ 
ing  example: 

Example.  In  1962,  the  taxpayer  sustains  a 
bad  debt  ot  $10,000,  which  was  charged 
against  a  reserve  for  bad  debts  established 
pursuant  to  section  166(c)  of  the  Code.  As 
of  the  close  of  December  31, 1962,  the  balance 
of  the  taxpayer’s  reserve  for  losses  on  non¬ 
qualifying  loans  was  $2,000,  the  amount  de¬ 
termined  under  paragraph  (b)  (2)  (U)  of  this 
section.  As  of  the  same  time,  the  balance 
of  the  taxpayer’s  reserve  tor  losses  on  quali¬ 
fying  real  property  loans  was  $100,000,  but 
the  amoirnt  determined  under  paragraph 
(b)  (3)  (11)  of  this  section  was  $106,000.  In 
19^,  the  taxpayer  recovers  $8,000  of  the 
$10,000  charged  off  In  1962.  Of  the  $8,000 
recovered  In  1963,  $6,000  •($106,000  minus 
$100,000)  Is  credited  to  the  reserve  tor  losses 
on  qualifying  real  property  loans,  and  the 
balance  of  $2,000  Is  credited  to  the  supple¬ 
mental  reserve  for  losses  on  loans. 

§  1.593—9  AUocatkm  of  pre-1952  sur- 

Klus  to  <q>eiung  balance  of  reserve  for 
»sse8  on  qualifying  real  property 
loans. 

(a)  General  rule.  In  the  case  of  a 
taxpayer  described  in  S  1.593-4,  if  the 
amount  of  pre-1963  reserves  allocated 
(imder  paragraph  (b)  (3)  (i)  of  8  1.593- 
8)  to  the  opening  balance  of  the  reserve 
for  losses  on  qualifying  real  property 
loans  is  less  than  an  amount  equal  to 
the  greater  of — 

(1)  The  total  amount  of  qualifsring 
real  property  loans  outstanding  at  the 
close  of  December  31, 1962,  multiplied  by 
3  percent,  or 

(2)  The  total  amount  of  such  loans 
outstanding  at  such  time  multiplied  by 
the  moving  average  experience  percent¬ 
age  on  such  loans  (as  determined  under 
paragraph  (b)  (3)  (ii)  of  8  1.593-8) , 

then  such  opening  balance  shall  be  in¬ 
creased  by  an  amount  equal  to  so  much 
of  the  *‘pre-1952  surplus”  of  the  tax¬ 
payer  as  is  necessary  to  increase  such 
opening  balance  to  the  greater  of  the 
amoimts  described  in  subparagraph  (1) 
or  (2)  of  this  paragraph.  The  amount 
of  such  increase  shall  be  deemed  to  be 
included  in  such  opening  balance  solely 
for  the  limited  purpose  described  in 
paragraph  (d)  of  this  section. 

(b)  Pre-1952  surplus  defined — (1)  In 
oeneraL  For  piirposes  of  this  section 
and  8  1.593-8,  the  term  “pre-1952  sur¬ 
plus”  means  an  amount  equal  to — 

(i)  The  sum  of  the  taxpayer’s  sur¬ 
plus,  undivided  profits,  and  reserves  de¬ 
termined  (imder  the  principles  of  para¬ 
graph  (d)  (2)  of  8  1.593-1)  as  of  the  close 
of  the  taxpayer’s  last  taxable  year  be¬ 
ginning  before  January  1.  1952  (includ¬ 
ing  any  amount  acquired  from  another 
taxpayer),  minus 

(ii)  The  amount  of  any  impairments 
of  such  sum  (as  determined  under  para¬ 
graph  (c)  of  this  section) . 

(2)  Reduction  for  certain  excludable 
interest,  (i)  The  amount  otherwise  de¬ 
termined  under  subparagraph  (1)  of  this 
paragraph  may,  at  the  option  ot  the  tax¬ 
payer,  be  reduced  by  the  portion,  if  any, 
of  such  amount  which  is  attributable  to 
interest  which  would  have  been  exclud¬ 
able  from  gross  income  of  such  taxpayer 


under  section  22(b)  (4)  of  the  Internal 
Revenue  Code  of  1939  (relating  to  inter¬ 
est  on  governmental  obligations)  or  the 
corresponding  provisions  of  prior  revenue 
laws,  had  such  taxpayer  been  subject, 
when  such  interest  was  received  or  ac¬ 
crued,  to  the  income  tax  imposed  by  such 
Code  or  prior  revenue  laws. 

(ii)  For  purposes  of  subdivision  (i) 
of  this  subparagraph,  the  portion  of  the 
amount  otherwise  determined  under  sub- 
paragraph  (1)  of  this  paragraph  which 
is  attributable  to  interest  which  would 
have  been  excludable  from  gross  income 
shall  be  determined  by  multiplying  such 
amount  by  the  ratio  which — 

(a)  The  total  amount  of  such  ex¬ 
cludable  interest  for  the  period  before 
the  taxpayer’s  first  taxable  year  begin¬ 
ning  after  December  31, 1951,  bears  to 

(b)  The  total  amount  of  the  taxpay¬ 
er’s  gross  income,  plus  the  total  amount 
of  such  excludable  interest,  for  such 
period. 

If  the  amount  determined  under  sub^ 
paragraph  (1)  (i)  of  this  paragraph  in¬ 
cludes  any  amount  acquired  from 
another  taxpayer,  then  the  gross  income 
and  excludable  interest  of  the  taxpayer 
for  the  period  before  its  first  taxable 
year  begtninng  after  December  31,  1951, 
shalL  include  the  gross  income  and  ex¬ 
cludable  interest  (for  the  same  period) 
of  such  other  taxpayer. 

(c)  Impairment  of  surplus,  undivided 
profits,  and  reserves — (1)  General  rule. 
In  the  case  of  a  taxable  year  beginning 
after  December  31,  1951,  and  ending  be¬ 
fore  January  1,  1963,  if  for  such  year — 

(1)  The  amount  described  in  para¬ 
graph  (b)(1)  (i)  of  this  section  (as  de¬ 
creased  imder  subparagraph  (3)(i)  of 
this  paragraph) ,  exceeds 

(ii)  The  sum  of  the  taxpayer’s  sur¬ 
plus,  undivided  profits,  and  reserves  (ex¬ 
cluding  the  amount  of  any  pre-1963  re¬ 
serves)  determined  as  of  the  close  of  such 
year  under  the  principles  of  paragraph 

(d)  (2)  of  8  1.593-1,  then  the  amount  de¬ 
scribed  in  paragraph  (b)(1)  (1)  of  this 
section  may,  at  the  option  of  the  tax¬ 
payer,  be  reduced  by  the  amount  of  such 
excess. 

(2)  Transition  year.  In  the  case  of  a 
taxable  year  beginning  before  January 
1,  1963,  and  ending  after  December  31, 
1962,  the  part  of  such  year  which  occurs 
before  January  1,  1963,  shsdl  be  con¬ 
sidered  to  be  a  taxable  year  for  purposes 
of  subparagraph  (1)  of  this  paragraph. 

(3)  Rules  for  applying  subparagraph 

(i) .  (i)  For  purposes  of  subparagraph 

(1)  (i)  of  this  paragraph,  the  amount  de¬ 
scribed  in  paragraph  (b)(1)  (i)  of  this 
section  shall  be  decreased  by  the  total  of 
any  reductions  under  subparagraph  (1) 
of  this  paragraph  for  prior  taxable  years; 
and 

(ii)  For  purposes  of  subparagraph  (1) 

(ii)  of  this  paragraph,  the  term  “pre- 
1963  reserves”  means  the  amount  de¬ 
termined  under  the  principles  of  para¬ 
graph  (b)  (1)  of  8  1.593-8  for  the  period 
which  begins  with  the  first  day  of  the 
first  taxable  year  beginning  after  De¬ 
cember  31,  1951,  and  which  ends  at  the 
close  of  the  taxable  year  with  respect  to 
which  the  computation  under  subpara¬ 
graph  (1)  is  being  made. 


(d)  Treatment  of  pre-1952  surplus. 
Any  portion  of  the  taxpayer's  pre-1952 
surplus  which,  pursuant  to  paragraph 
(a)  of  this  section,  is  deemed  to  be  in¬ 
cluded  in  the  opening  balance  of  the  re¬ 
serve  for  losses  on  qualifying  real  prop¬ 
erty  loans  shall  not  be  treated  as  a 
reserve  for  bad  debts  for  any  purpose 
other  than  computing  for  any  taxable 
year  the  amount  determined  under  the 
method  described  in  paragraph  (b) ,  (c) , 
or  (d)  of  8  1.593-7  (relating,  respective¬ 
ly,  to  the  percentage  of  taxable  income 
method,  the  percentage  of  real  property 
loans  method,  and  the  experience 
method).  For  such  limited  purpose, 
such  portion  shall  be  deemed  to  remain 
in,  and  constitute  a  part  of,  the  reserve 
for  losses  on  qualifying  real  property 
loans.  For  all  other  purposes,  such  por¬ 
tion  will  retain  its  character  as  part  of 
the  taxpayer’s  pre-1952  surplus.  Thus, 
for  example,  for  purposes  of  computing 
for  any  taxable  year  the  amount  de¬ 
termined  under  the  12  percent  of  de¬ 
posits  limitation  described  in  paragrai^ 

(e)  (1)  of  8  1.593-7,  such  portion  would 
not  be  considered  to  be  a  part  of  the 
reserve  for  losses  on  qualifying  real 
property  loans,  but  would  be  taken  into 
account  in  determining  surplus,  undi¬ 
vided  profits  and  reserves. 

(e)  Example.  The  provisions  of  this 
section  may  be  illustrated  by  the  follow¬ 
ing  example: 

Example — (1)  Facta.  X  Ckxporstion,  a 
mutual  saTings  bank  organized  In  1984. 
makes  Its  returns  on  the  basis  of  the  calendar 
year  and  the  reserve  method  of  aocountlng 
for  bad  debts.  For  the  taxable  years  1984 
through  1951,  X’S  gross  Income  was  $2.7 
mlUlon,  In  addition  to  which  X  received 
$3(X>,000  of  Interest  which  would  have  been 
excludable  from  gross  inc<»ne  undsr  sectl(m 
22(b)(4)  of  the  Internal  Revenue  Code  of 
1939,  CH*  the  corresponding  provisions  of  prior 
revenue  laws,  if  X  had  been  subject  to  tbs 
Income  tax  Imposed  by  such  Code  or  indor 
revenue  laws  when  such  interest  was  re- 
oelved.  At  the  close  of  1951,  the  sum  of 
X’S  surplus,  undivided  profits,  and  reserves 
was  $650,000.  At  the  close  of  1954,  X  had 
pre-1068  reserves  of  $10,(XX).  and  surplus,  un¬ 
divided  profits,  and  reserves  of  $630,(X)0.  At 
the  close  of  1955,  X  had  pre-1963  reservw 
of  $15,000,  and  surplus,  undivided  profits, 
and  reserves  of  $625,0(X).  At  the  close  of 
1962,  X  had  pre-1963  reserves  of  $55,000, 
nonqualifying  loans  of  $4  million,  and  quali¬ 
fying  real  property  loans  of  $10  milll<»i. 
X’S  utovlng  average  experience  percentages 
at  the  close  of  1962  on  its  nonqualifying 
loans  and  qualifying  real  property  loans  were, 
respectively,  0.40  percent  and  0.20  percent. 

(2)  Impairment  o/  surplus,  undivided  prof¬ 
its,  and  reserves  for  1954.  The  sum  of  X’S 
surplus,  undivided  profits,  and  reserves  at 
the  close  of  1951  was  impaired  during  1954 
by  $30.(X)0,  computed  as  follows ; 

Sum  of  svirplus,  undivided  profits. 

and  reserves  &t  close  of  1051 _ $650,000 

Less: 

Siun  of  surplus,  undivided  prof¬ 
its,  and  reserves  at  close  of 
1964,  excluding  prc-1963  re¬ 
serves  at  close  of  such  year 
($630,000  minus  $10.000) .  620, 000 

30,000 

(3)  Impairment  of  surplus,  undivided 
profits,  and  reserves  for  1955.  The  sxun  of 
X’S  surplus,  undivided  profits,  and  reserves 
at  the  close  of  1951  was  further  impaired 
during  1965  by  $10,000,  c^n^ruted  as  follows: 
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Sum  of  surplus,  undivided  profits, 
and  reserves  at  close  of  1951  as 
decreased  by  amoimt  of  1964 
Impairment  ($650,000  minus 

$30,000) . $620,000 

Less: 

Sum  of  surplus,  imdlvlded  prof¬ 
its,  and  reserves  at  close  of 
1956,  excluding  pre-1963  re¬ 
serves  at  close  of  such  year 
($625,000  mlnxis  $16,000) _  610, 000 

10,000 

(4)  Pre-1952  surplus.  X’s  pi>e-1962  stu:- 
plus  is  $549,000,  computed  as  follows: 

Sum  of  surplus,  undi¬ 
vided  profits  and  re¬ 
serves  at  close  of 

1961  .  $660, 000 

Less: 

Siun  of  impairments 
for  1954  and  1955 
($30,000  plus 

$10,000) .  40, 000 

-  $610, 000 

Less: 

Portion  of  such  $610,- 
000  which  is  attrib¬ 
utable  to  exclud¬ 
able  interest  ($610,- 
000  multiplied  by 

$300,000/$3  million... . .  61,000 

549.000 

(6)  Allocation  of  pre-1963  reserves  to  re¬ 
serve  for  losses  on  nonqualifying  loans  and 
to  reserve  for  losses  on  qualifying  real  prop¬ 
erty  loans.  Of  the  $55,000  of  pre-1963  re¬ 
serves  at  the  close  of  1962,  $16,000  ($4  mil¬ 
lion  of  nonqualifying  loans,  multiplied  by 
0.40  percent)  shall  be  allocated  to.  and  con¬ 
stitute  the  opening  balance  of,  the  reserve 
for  losses  on  nonqualifying  locms,  and  the 
balance  of  $39,000  ($55,000  minus  $16,000^ 
shall  be  allocated  to.  and  constitute  a  part 
ot  the  opening  balance  of,  the  reserve  tor 
losses  on  qualifying  real  property  loans. 

(6)  Allocation  of  pre-1952  surplus  to  re¬ 
serve  for  losses  on  qualifying  real  property 
loans.  X’s  pre-1963  reservfs  are  not  sufficient 
to  bring  the  opening  balance  of  the  reserve 
for  losses  on  qualifying  real  property  loans 
to  $300,000,  which  Is  an  amount  equal  to  the 
greater  of — 

(I)  $10  million  of  quallfiring  real  prop¬ 
erty  loans  outstanding  at  the  close  of  1962, 
multiplied  by  3  percent,  or 

(II)  $10  million  of  such  loans  outstanding 
at  such  time,  multiplied  by  0.20  percent. 
Therefore.  $261,000  ($300,000  mlntu  $39,000) 
of  X’s  pre-1952  surplus  of  $549,000  shall  be 
deemed  to  be  Included  In  the  opening  bal¬ 
ance  of  such  reserve  in  order  to  increase  such 
opening  balance  to  $300,000. 

§  1.593—10  Taxable  income  for  taxable 
years  beginning  in  1962  and  ending 
in  1963. 

(a)  In  general.  For  purposes  of  sub¬ 
title  A  of  the  Code,  in  the  case  of  a  tax¬ 
able  year  beginning  before  January  1. 
1963.  and  ending  after  December  31. 1962. 
of  a  taxpayer  described  in  §  1.593-4.  tax¬ 
able  income  for  such  taxable  year  sdiall 
be  the  sum  of — 

(1)  An  amount  equal  to  (i)  the  portion 
of  taxable  income  (as  determined  under 
paragraph  (b)  of  this  section)  allocable 
to  the  part  of  such  year  occurring  before 
January  1,  1963.  minus  (ii)  the  amount 
determined  under  §  1.593-1  or  1.593-2 
which  would  be  allowable  imder  section 
166(c)  as  a  deduction  for  an  addition  to 
a  reserve  for  bad  debts  if  such  part  year 
constituted  a  taxable  year,  and 

(2)  An  amount  equal  to  (i)  the  por¬ 
tion  of  taxable  income  (as  determined 
under  paragraph  (b)  of  this  section)  ad- 

No.  216  5 


locable  to  the  part  of  such  year  occur¬ 
ring  after  December  31.  1962.  minus  (ii) 
the  amount  determined  imder  8  1.593-5 
which  would  be  allowable  under  sectiim 
166(c)  as  a  deduction  for  an  addition 
to  a  reserve  for  bad  debts  if  such  part 
year  constituted  a  taxable  year. 

(b)  Rules  for  applying  paragraph  (a) . 
For  purposes  of  paragraph  (a)  (1)  and 
(2)  of  this  section — 

(1)  Taxable  income  shall  be  deter¬ 
mined  without  regard  to  (i)  any  deduc¬ 
tion  for  an  addition  to  a  reserve  for  bad 
debts  under  section  166(c) .  (ii)  any 
amount  includible  in  gross  income  by 
reason  of  the  application  of  8  1.593-11 
(relating  to  certain  distributions  to 
shareholders  by  a  domestic  building  and 
loan  association) .  (iii)  any  net  operating 
loss  carryback  to  the  taxable  year  imder 
section  172,  and  (iv)  any  deductiim  the 
amount  of  which  is  dependent  upon  the 
amount  of  taxable  income  (such  as  sec¬ 
tion  170,  relating  to  charitable,  etc.,  con¬ 
tributions  and  gifts,  or  sections  243,  244, 
and  245,  relating  to  deductions  for  divi¬ 
dends  received) . 

(2)  Taxable  income  (as  determined 
under  subparagraph  (1)  of  this  para¬ 
graph)  shall  be  allocated  to  each  part 
year  (that  is,  the  part  occurring  before 
January  1,  1963,  and  the  part  occurring 
after  December  31,  1962)  in  the  ratio 
which  the  number  of  days  in  such  part 
year  bears  to  the  number  of  days  in  the 
entire  taxable  year. 

(3)  The  sum  of  surplus,  undivided 
profits,  and  reserves,  the  total  deposits 
or  withdrawable  accounts,  the  amount  of 
outstanding  qualifying  real  property 
loans  and  nonqualifying  loans,  and  any 
other  account  balance  necessary  to  de¬ 
termine  the  addition  to  a  reserve  for  bad 
debts  for  each  part  year,  shall  be  the 
actual  account  balance  as  of  the  begin¬ 
ning  or  ending,  as  the  case  may  be,  of 
each  such  part  year.  See  example  (1) 
of  paragraph  (b)  (5)  of  8  1.593-8. 

(c)  Example.  This  .section  may  be 
illustrated  by  the  following  example: 

Example,  (i)  For  its  taxable  year  begin¬ 
ning  October  1,  1962,  and  ending  September 
30,  1963,  COTporatlon  X.  a  domestic  build¬ 
ing  and  loan  association,  bas  taxable  in¬ 
come  of  $1,825,000,  determined  without  re¬ 
gard  to  any  deduction  und^  section  166(c) 
for  an  addition  to  a  reserve  for  bad  debts, 
without  regard  to  a  charitable  contribution 
of  $500,  and  without  regard  to  $1,000  which 
is  includible  in  gross  income  by  reason  of 
the  application  of  1  1.593-11. 

(U)  Under  this  section.  $460,000  (92/365 
of  $1,825,000)  of  such  taxable  income  is  al¬ 
located  to  the  part  of  the  taxable  year  occur¬ 
ring  before  January  1,  1963  (that  is,  October 
1  through  December  31,  1962)  and  $1365,000 
(273/365  of  $1,825,000)  of  such  taxable  in¬ 
come  is  allocated  to  the  part  of  the  taxable 
year  occurring  after  December  31,  1962  (that 
Is,  January  1  through  September  30.  1963). 
Corporation  X’s  taxable  income  for  the  tax¬ 
able  year  ending  September  30.  1963,  is 
$546,500,  computed  as  follows: 

Part  year  occurring  in  1962: 

Taxable  income....  $460,000 
Amount  of  deduction 
assumed  to  be 
allowable  under 
I  1.593-1  if  such 
part  year  consti¬ 
tuted  a  taxable 

year  _  460, 000 

-  0 


Part  year  occurring  in  1963: 

Taxable  income _  $1, 365, 000 

Amount  of  deduction 
assumed  to  be 
allowable  imder 
{  1.593-5  if  such 
part  year  consti¬ 
tuted  a  taxable 

year _  319, 000 

-  $546,000 

546,000 

Add: 

Amount  includible  in  gross  in¬ 
come  by  reason  of  applica¬ 


tion  of  §  1.593-11 .  1. 000 

Less: 

Charitable  deduction _  (500) 


Taxable  income  for  taxable  year - 

ending  September  30,  1963 _  546, 500 

§1.593—11  Certain  distributions  to 

shareholders  by  a  domestic  building 

and  loan  association. 

(a)  In  general.  Section  593(f)  pro¬ 
vides  that  if  a  domestic  building  and 
loan  association  (as  defined  in  section 
7701(a)  (19))  distributes  property  after 
DecCTAber  31,  1962,  to  a  shareholder  with 
respect  to  its  stock  and  if  the  amount  of 
such  distribution  is  not  allowable  to  tlie 
association  as  a  deduction  under  section 
591  (relating  to  deduction  for  dividends 
paid  on  deposits) ,  then,  notwithstanding 
any  other  provision  of  the  Code,  the  dis¬ 
tribution  shall  be  treated  as  provided  in 
paragraphs  (b)  and  (c)  of  Uiis  section. 
For  purposes  of  the  preceding  sentence, 
the  term  “distribution”  includes  any  dis¬ 
tribution  in  redemption  of  stock  to  which 
section  302(a)  or  303  applies,  or  in  par-  - 
iial  or  complete'  liquidation  of  the  asso¬ 
ciation,  as  well  as  any  otJier  distribution 
which  the  association  may  make  to  a 
shareholder  with  respect  to  its  stock. 
For  definition  of  the  term  “property”, 
see  section  317(a).  For  determination 
of  the  amount  of  a  distribution,  see  sec¬ 
tion  301(b). 

(b)  Distributions  out  of  certain  re¬ 
serves — (1)  Distributions  not  in  ex¬ 
change  for  stock.  If  the  distribution  is 
not  in  a  redemption  to  which  section 
302(a)  or  303  applies  or  in  partial  or 
complete  liquidation  of  the  association, 
then  to  the  extent  that  the  disladbution 
is  not  out  of  earnings  and  profits  of  the 
taxable  year  (within  the  meaning  of 
section  316(a)  (2) )  or  out  of  earnings 
and  profits  accumulated  in  taxable  years 
beginning  after  December  31,  1951,  the 
distribution  shall  be  treated  as  made 
out  of — 

(1)  First,  the  reserve  for  losses  on 
qualifying  real  property  loans  (deter¬ 
mined  under  subparagraph  (3)  of  this 
paragraph) ,  to  the  extent  thereof, 

(ii)  Second,  the  supplemental  reserve 
for  losses  on  loans,  to  the  extent  Uiereof, 
and 

(iii)  Finally,  such  other  accounts  as 
may  be  proper. 

(2)  Distributions  in  redemption  of 
stock  or  in  liquidation.  If  the  distribu¬ 
tion  is  in  a  redemption  to  which  section 
302(a)  or  303  applies,  or  in  partial  or 
complete  liquidation  of  the  association, 
the  distribution  shall  be  treated  as  made 
out  of — 

(i)  First,  the  reserve  for  losses  on 
qualif3ring  real  property  loans  (as  deter¬ 
mined  under  subparagraph  (3)  of  this 
paragraph),  to  the  extent  thereof. 
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(ii)  Second,  the  umaacmiigital  raerve 
for  losses  on  loans,  to  the  extent  thereof, 
(ill)  Third,  earnings  and  profits  of  the 
taxable  year  (within  the  meaning  of 
section  316(a)  (2)), 

(iv)  Fourth,  eaniings  and  profits  ac¬ 
cumulated  in  taxable  years  beginning 
after  December  31, 1951,  and 

(V)  Finally,  such  o^er  accounts  as 
may  be  proper. 

<S)  Special  rule.  For  purposes  of 
subparagraphs  (l)(i)  and  (2)(i)  of  this 
paragraph,  the  reserve  for  losses  on 
qualifying  real  property  loans  Shall  be 
an  amoimt  equal  to — 

(i)  The  balance  of  such  reserve  de¬ 
termined  as  of  the  close  of  the  taxable 
year  after  all  adjustments  for  such  year 
have  been  made  (including  the  addition 
for  such  year  determined  under  §  1.593- 
7) ,  minus 

(ii)  The  sum  of — 

(a)  The  amount  which  would  have 
constituted  the  opening  balance  of  such 
reserve  (at  the  close  of  December  31, 
1962)  if  such  opening  balance  had  been 
determined  under  the  experience  method 
described  in  paragraph  (b)  (3)  (ii)  (b)  of 
fi  1.593-8  (relating  to  allocation  of  pre- 
1963  reserves  to  the  opening  balance  of 
the  reserve  for  losses  on  qualifying  real 
property  loans) ,  and 

(b)  The  total  amount  of  the  axmual 
additions  which  would  have  been  made 
to  such  reserve  under  section  186(c)  for 
taxable  years  ending  sdter  December  31. 
1962,  if  each  such  addition  had  been  de¬ 
termined  under  the  experience  method 
described  in  paragraph  (d)  of  {  1893-7 
(relating  to  the  addition  to  the  res&rve 
for  losses  on  qualifying  real  property 
loans). 

For  purposes  ot  subdivision  (1)  of  this 
subptuagraph,  the  balance  of  the  resawe 
for  losses  on  qualifsdng  real  property 
loans  shall  include  the  total  amount  of 
any  pre-1963  reserves  allocated  ther^ 
under  paragraph  (b)  (3)  of  S  1.593-8, 
but  shall  not  include  any  pre-1952  sur¬ 
plus  which  is  deemed  to  be  included 
therein  under  paragraph  (a)  ot  5  1.593- 
9  (relating  to  allocation  of  pre-1952  sur¬ 
plus  to  the  opening  balance  of  the  re¬ 
serve  for  losses  on  qualifsring  real  prc^- 
«ty  loans). 

(c)  Amount  charged  against  reserve 
and  included  in  gross  income — (1)  In 
general.  If  a  distribution  is  treated  un¬ 
der  paragraph  (b)  (1)  or  (2)  of  this 
section  as  having  been  made  out  of  the 
reserve  for  losses  on  qualifying  real 
property  loans  or  out  of  the  supplemen¬ 
tal  reserve  for  losses  <mi  loans,  such  re¬ 
serves  shall  be  charged  with,  and  gross 
income  for  the  taxable  year  shall  be  in¬ 
creased  by,  an  amount  equal  to  the 
lesser  of — 

(1)  The  amount  of  such  reserves,  or 
(ii)  The  amount  which,  when  r^uced 

by  the  amount  of  income  tax  imposed  by 
chapter  1  of  the  Code  and  attributable 
to  the  inclusion  of  such  amount  in  gross 
income,  is  equal  to  the  amount  of  such 
distribution. 

(2)  Special  rule.  Forpurposes  of  Sub- 
paragraph  (1)  (ii)  of  this  paragraph,  in 
determining  the  income  tax  attributable 
to  the  inclusion  of  an  amount  in  gross 
income,  taxable  Income  shall  be  deter¬ 
mined  without  regard  to  (!)  any  net 


operating  loss  carryback  to  the  taxable 
year  under  section  172.  and  <li)  any  de¬ 
duction  (other  than  for  an  additian  to  a 
reserve  for  bad  debts  under  sectian  168 
(c) )  the  amoimt  of  wfai^  is  dependent 
npon  the  amount  of  taxtUale  income. 

(d)  Examples.  This  section  may  be 
illustrated  the  following  examples: 

Example  {!) — (1)  Facts.  X  Corporatlcm. 
a  domestic  building  and  loan  asBoelatkm 
having  nonwlthchawatUe  capital  stock  repre¬ 
sented  by  shares,  was  organised  In  1946,  and 
makes  Its  returns  on  the  basis  ot  the  calen¬ 
dar  year  and  the  reserve  method  ot  account¬ 
ing  lor  bad  debts.  As  at  the  close  of 
December  81,  1962,  X  had  $6,900  of  earnings 
and  profits  accumulated  In  taxable  years 
beginning  after  December  81,  1951.  X*s  tax¬ 
able  Income  for  1968  Is  $30j000  (computed 
prior  to  the  inclusion  cf  any  amount  In  gross 
income  for  such  year  under  section  593(f) ) 
and  during  such  year  X  received  tax-exempt 
interest  of  $500.  X’s' eaniings  and  profits  for 
1963  (computed  at  the  close  of  the  taxable 
year  without  diminution  by  reason  of  any 
distributions  made  during  the  taxable  year) 

Is  $20,400.  The  opening  balance  of  X's  re¬ 
serve  fmr  losses  on  qualifying  real  property 
loans  as  of  the  close  of  Deemnber  81,  1063 
(determined  under  paragraph  (b)  (3)  (11)  (a) 
of  S  1.598-8)  was  $24800.  Pre-1963  reserves 
of  $22800  were  included  in  such  cqienlng 
balance,  but  pre-1963  reserves  of  only  $2,500 
would  have  been  included  in  the  opening 
balance  if  the  opening  balance  bad  been  de¬ 
termined  \inder  the  experience  method  de¬ 
scribed  in  paragraph  (b)  (3)  (11)  (b)  of  i  1.- 
593-8.  Pre-1952  surplus  of  $2800  was 
deemed  included  in  such  opening  balance 
under  paragraph  (a)  of  !  1803-9.  The  de¬ 
ductible  addition  to  such  reserve  for  1963 
is  $47,0(X).  The  addition  to  such  reserve  for 
1968  would  have  been  $2,800  If  such  ad¬ 
dition  had  been  computed  under  the  ex- 
pertence  method  described  in  paragraph  (d) 
of  i  1893-7.  As  of  December  81,  1968,  the 
balanoe  of  X’s  supplemental  reserve  for 
losses  on  loans  is  $30800.  On  each  of 
four  dates  during  1963  (Jan\iary  1,  April 
1,  July  1,  and  October  1).  X  made  a  $12,000 
distribution  (which  was  not  In  a  redemption 
to  whlQh  section  S02(a)  or  803  applied  or 
In  partial  or  complete  liquidation  of  X)  to 
Its  sharehcdders  with  respect  to  Its  stock. 

(11)  Reserve  for  losses  on  quaUfying  real 
property  loans.  Por  purposes  at  paragraph 
(b)<l)(i)  of  this  seetioh.  X's  reesTvs  for 
losses  on  qualifying  real  pr(^)erty  loans  is 
$64800,  computed  as  follows: 

Closing  balance  of  re¬ 
serve  for  losses  on 
qualifying  real  prop¬ 
erty  loans  after  addi¬ 
tion  for  1968  ($24,500 
opening  balance  plus 

$47,000  addition) _  $71, 500 

Minus: 

Amount  of  pre-1968  re¬ 
serve  which  would 
have  been  included 
in  opening  balanoe 
under  experience 

method _  $2, 500 

Total  additions  which 
would  have  been 
made  under  experi¬ 
ence  method _  2,200 

Pre-1958  surplus  in¬ 
cluded  in  opening 

balance  _  2. 000 

-  6,700 

64,800 

(ill)  Treatment  of  distributions.  Of  each 
$12,000  quarterly  distribution,  $5,100  ($20,400 
earnings  and  profits  of  the  taxable  year 
divided  by  4)  is  out  of  X’s  earnings  awd  prof¬ 
its  of  the  taxable  year  (within  tiie  meaning 
of  section  31fl(e)<^)):  the  remainder  of  the 


January  1  dtetrtb\itian,  $6800  ($12,000  minus 
$5,100) ,  is  out  of  Xh  earnings  and  profits  ac¬ 
cumulated  In  taxable  years  beginning  after 
Decembo-  SI.  1951.  Blnce  $20,700  ($6,900 
multiplied  by  8)  is  not  out  of  X’s  earnings 
and  profits,  such  amovmt  shall  be  treated  as 
made  out  of  X’s  reserve  for  losses  on  qualify, 
ing  real  property  loans  (as  determined  under 
subdivision  (ii)  of  this  example).  , 

(Iv)  Amomnt  charged  against  reserve  for 
losses  on  qualifying  real  property  loans  and 
included  in  gross  income.  ’The  reserve  for 
losses  on  qualifying  real  property  loans  is 
chwrged  with,  and  X’s  gross  income  for  1963 
is  increased  by,  $43,124,  which  is  the  lesser 
of — 

(a)  $64,800  (the  reserve  as  of  December  81, 
1963,  as  determined  imder  subdivision  (li) 
of  this’example) ,  or 

(b)  $43,124,  l.e.,  the  amount  which,  when 
reduced  by  the  amount  of  income  tax  at¬ 
tributable  to  the  inclusion  of  such  amount 
in  gross  income.  $22,424  ($43,124  multiplied 
by  52  percent),  is  equal  to  the  amount  of 
such  distribution,  $20,700. 

Example  (2) — (i)  Facts.  Assume  the 
same  facts  as  in  example  (1)  and  the  follow¬ 
ing  additional  facts:  X’s  taxable  Income  for 
1964  is  $6,000.  The  deductible  addition  to 
the  reserve  for  losses  on  qualifying  real 
property  loans  for  1964  is  $11,000,  but  only 
$2,676  would  have  been  the  addition  to  such 
reserve  for  1964  if  such  addition  had  been 
computed  under  the  experience  method  de¬ 
scribed  in  paragraph  (d)  of  S  1.593-7.  On 
December  31,  1964,  X  makes  a  $10,000  distri¬ 
bution  in  a  redemption  to  which  section 
308(a)  appUes. 

(ii)  Reserve  for  losses  on  quaUfying  real 
property  loans.  For  purposes  of  paragraph 
(b)  (2)  (1)  of  this  section,  X’s  reserve  tat 
losses  on  qualifying  real  iH*operty  loans  is 
$80,000,  computed  as  follows: 

Closing  balance  of  reserve  for  losses 
on  qualifying  real  property  loans 
after  addition  for  1964  ($71800 
opening  balance  plus  $11800  ad¬ 
dition)  _  $82,500 

Minus: 

Amount  of  pre-1063  re¬ 
serves  which  would 
have  been  included  in 
opening  balance  under 
experience  method...  $2,500 
Total  additions  which 
would  have  been  made 
under  experience 
method  ($2800  for 
1963  plus  $2,676  for 


1864)  _  4, 876 

Pre-1952  surplus  Includ¬ 
ed  in  opening  bal¬ 
ance _  2. 000 


-  9. 376 

73,124 

Less  charge  against  re¬ 
serve  tmder  subdivi¬ 
sion  (iv)  of  example 
(1)  for  1968  dlstrtbu- 
tion .  43. 124 

80,00$ 

(ill)  Treatment  of  distribution.  Tbs 
$10,0(>0  distribution  in  a  redemption  to 
which  section  302(a)  applies  shall  be  treated 
as  made  out  of  X's  reserve  for  losses  on 
qualifying  real  property  loans  (as  deter¬ 
mined  under  subdivision  (ii)  of  this 
example). 

(iv)  Amount  charged  against  reserve  far 
losses  cm,  quaUfying  real  property  loans  and 
included  in  gross  income.  The  reserve  for 
losses  on  qualifying  real  property  loans  is 
charged  with,  and  X%  gross  Income  for  19M 
Is  increased  by,  $14885,  which  Is  the  lesser 
of — 

(a)  $80,000  (the  reserve  as  of  December 
$1.  1964,  as  determined  under  subdivisiaa 
(U)  of  this  example),  or 
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(b)  $14,265,  l.e.,  the  amount  which,  when, 
reduced  by  the  amount  of  Income  tax  attrib¬ 
utable  to  the  Inclusion  of  such  amount  In 
gross  Income,  $4,286  ($14,286  multiplied  by 
An  assumed  tax  rate  of  30  percent) ,  is  equal 
to  the  amoimt  of  such  distribution,  $10,000. 

Example  (3) — (i)  Facts.  The  facts  are  the 
same  as  in  example  (1)  except  that  the  ad¬ 
dition  to  the  reserve  for  losses  on  qualifying 
real  property  loans  for  1063  Is  $600  and  would 
have  been  only  $100  had  the  addition  been 
computed  imder  the  experience  method  de¬ 
scribed  In  paragraph  (d)  of  f  1.593-7. 

(11)  Reserve  for  losses  on  qualifying  real 
property  loans.  For  purposes  of  paragraph 
(b)(1)  (1)  of  this  section,  X’s  reserve  for 
losses  on  q\iallfylng  real  property  loans  is 
$20,400.  computed  as  follows: 

Closing  balance  of  reserve 
for  losses  on  qualifying 
real  property  loans  after 
addition  for  1063  ($24.- 
600  opening  balance  plus 

$500  addition) _  $25, 000 

Minus: 

Amoimt  of  pre-1063  re-  • 

serves  which  would 
have  been  Included 
in  opening  balance 
under  experience 

method _  $2, 600 

Total  additions  which 
would  have  been 
m^e  imder  experi¬ 
ence  method _  100 

Pre-1962  surplus  in¬ 
cluded  In  opening  bal¬ 
ance  _  2, 000 

-  4,600 

20,400 

(ill)  Treatment  of  distributions.  Of  each 
$12,000  quarterly  distribution,  $6,100  ($20,- 
400  earnings  and  profits  of  the  taxable  year 
divided  by  4)  Is  out  of  X’s  earnings  and 
profits  of  the  taxable  year  (within  the  mean¬ 
ing  of  section  316(a)(2));  the  remainder 
of  the  January  1  distribution,  $6,900  ($12,000 
minus  $5,100),  Is  out  of  X’s  earnings  and 
profits  accumulated  In  taxable  years  be¬ 
ginning  after  December  31.  1051.  Since 
$30,700  ($6,000  multiplied  by  8)  is  not  out 
of  X’s  earnings  and  profits,  $20,400  of  such 
amount  shall  be  treated  as  made  out  of 
X's  reserve  for  losses  on  qiiallfylng  real 
property  loans  (as  determined  tmder  sub¬ 
division  (il)  of  this  example)  and  $300 
($20,700  minus  $20,400)  shall  be  treated  as 
made  out  of  X’s  supplemental  reserve  for 
losses  on  loans. 

(iv)  Amount  included  in  gross  income. 
X'S  gross  Income  for  1963  Is  Increased  by  . 
$43,124,  which  Is  the  lesser  of — 

(a)  $50,400  ($20,400,  the  reserve  for  losses 
on  qualifying  real  property  loans,  as  deter¬ 
mined  \mder  subdivision  (11)  of  this  exam¬ 
ple,  pliu  $30,000,  the  supplemental  reserve 
for  losses  on  loans) ,  or 

(b)  $43,124,  l.e.,  the  amount  which,  when 
reduced  by  the  amoxmt  of  Income  tax  attrib¬ 
utable  to  the  Inclusion  of  such  amount  In 
gross  Income,  $22,424  ($43,124  multiplied  by 
52  percent) ,  Is  equal  to  the  amoimt  of  such 
distrlbuUon.  $20,700. 

(v)  Amount  charged  against  reserve  for 
losses  on  qualifying  real  property  loans  and 
supplemental  reserve  for  losses  on  loans. 
The  reserve  for  losses  on  quallf3dng  real 
property  loans  is  charged  with  $20,400  (the 
balance  of  the  reserve  as  of  December  31, 
1963,  as  determined  under  subdivision  (11) 
of  this  example) ,  and  the  supplemental  re- 
Berve  for  losses  on  loans  Is  charged  with 
122,724  ($43,124,  the  amoimt  Included  In 
gross  income  under  subdivision  (Iv)  of  this 
oample,  minus  $20,400) . 

§  1.593—12  Qualifying  real  property 
loan  and  nonqualifying  loan  defined. 
($)  Loan  defined.  For  purposes  of 
this  section,  the  term  “loan”  means  debt, 


as  the  term  “debt”  Is  used  in  section  166 
and  the  regulations  thereunder.  Hie 
term  “loan”  also  includes  a  redeemable 
ground  rent  (as  defined  in  section  1055 
(c))  which  is  owned  by  the  taxpayer, 
and  any  property  acquired  by  the  tax¬ 
payer  in  a  transaction  described  in  sec¬ 
tion  595(a).  For  determination  of  the 
amount  of  a  loan,  see  paragraph  (d)  of 
this  section. 

(b)  Qualifying  real  property  loan  de^ 
fined — (1)  General  rule.  For  purposes 
of  §S  1.593-4  through  1.593-11,  the  term 
“qualifsdng  real  property  loan”  means 
any  loan  (other  than  a  loan  described  in 
subparagraph  (5)  of  this  paragraph) 
which  is  secured  by  an  interest  in  quali¬ 
fying  real  property.  For  purposes  of  this 
section,  the  term  “real  property”  means 
any  property  which,  under  the  law  of  the 
jurisdiction  in  which  such  property  is 
situated,  constitutes  real  property. 

(2)  Meaning  of ‘‘secured”.  A  loan  will 
be  considered  as  “secured”  only  if  the 
loan  is  on  the  security  of  any  instrument 
(such  as  a  mortgage,  deed  of  trust,  or 
land  contract)  which  makes  the  interest 
of  the  debtor  in  the  property  described 
therein  specific  seciuity  for  the  payment 
of  the  loan,  provided  that  such  instru¬ 
ment  is  of  such  a  nature  that,  in  the 
event  of  default,  the  property  could  be 
subjected  to  the  satisfaction  of  the  loan 
with  the  same  priority  as  a  mortgage  or 
deed  of  trust  in  the  jurisdiction  in  which 
the  property  is  situated. 

(3)  Meaning  of  “interest^.  The  word 
“interest”  means  an  Interest  in  real  prop¬ 
erty  which,  under  the  law  of  the  jurisdic¬ 
tion  in  which  such  property  is  situated, 
constitutes  either  (i)  an  interest  in  fee  in 
such  property,  (ii)  a  leasehold  interest  in 
such  property  extending  or  renewable 
automatically  for  a  period  of  at  least  10 
years'  beyond  the  date  specified  for  the 
final  pasrment  on  such  loan,  or  (iii)  a 
leasehold  interest  in  such  property  held 
subject  to  a  redeemable  ground  rent  de¬ 
fined  in  section  1055(c) . 

(4)  Meaning  of  “qualifying  real  prop¬ 
erty”.  The  term  “qualifying  real  prop¬ 
erty”  means  any  real  property  which  is 
improved  real  property,  or  which  from 
the  proceeds  of  the  loan  will  become  im¬ 
proved  real  property.  As  used  in  the  pre¬ 
ceding  sentence,  the  term  “improved  real 
property”  means — 

(i)  Land  on  which  is  located  any 
building  of  a  permanent  nature  (such  as 
a  house,  apartment  house,  office  build¬ 
ing,  hospital,  shopping  center,  ware¬ 
house,  garage,  or  other  similar  perma¬ 
nent  structure) ,  provided  that  the  value 
of  such  building  is  substantial  in  relation 
to  the  value  of  such  land. 

(ii)  Any  building  lot  or  site  which,  by 
reason  of  installations  and  improvements 
that  have  been  completed  in  keeping  with 
applicable  governmental  requirements 
and  with  general  practice  in  tiie  com¬ 
munity,  is  a  building  lot  or  site  ready  for 
the  construction  of  any  building  of  a 
permanent  nature  within  the  meaning  of 
subdivision  (i)  of  this  subparagraph,  or 

(iii)  Real  property  which,  because  of 
its  state  of  improvement,  produces  suf¬ 
ficient  income  to  maintain  such  real 
property  and  retire  the  loan  in  accord¬ 
ance  with  the  terms  thereof. 


(5)  Loans  not  included.  The  term 
“qualifsring  real  property  loan”  does  not 
include— 

(i) ‘  Any  loan  evidenced  by  a  security 
as  defined  in  section  165(g)  (2)  (C) . 

(ii)  Any  loan  (whether  or  not  evi¬ 
denced  by  a  security  as  so  defined)  the 
primary  obligor  on  which  is  (a)  a  gov¬ 
ernment  or  a  political  subdivision  or  in¬ 
strumentality  thereof,  (b)  a  bank  (as 
defined  in  section  581),  or  (c)  another 
member  of  the  same  affiliated  group. 

(iii)  Any  loan  to  the  extent  such  loan 
is  secured  by  a  deposit  in  or  share  of  the 
taxpayer  (including  a  siiare  of  nonwith- 
drawable  capitsd  stock),  determined  as 
of  the  close  of  the  taxable  year,  and 

(iv)  Any  loan  which  (within  a  60-day 
period  beginning  in  one  taxable  year  of 
the  taxpayer  and  ending  in  the  next  tax¬ 
able  year  of  such  taxpayer)  is  made  or 
acquired,  and  then  re^d  or  disposed  of, 
unless  both  the  transaction  by  which 
the  loan  is  made  or  acquired  and  the 
transaction  by  which  the  loan  is  repaid 
or  disposed  of  are  established  to  the 
satisfaction  of  the  district  director  to  be 
for  bona  fide  business  purposes. 

As  used  in  subdivision  (ii)  (c)  of  this  sub- 
paragraph,  the  term  “aflUiated  group” 

.  shall  have  tiie  meaning  assigned  to  such 
term  by  section  1504 (a)  (relating  to  the 
definiti(xi  of  an  affiliated  group) ,  except 
that  the  phrase  “more  than  50  percent” 
shaU  be  substituted  for  the  phrase  “at 
least  80  percent”  each  place  the  latter 
phrase  appeeu’s  in  section  1504(a),  and 
all  corporations  shall  be  treated  as  in¬ 
cludible  corporations  (without  regard  to 
any  of  the  exclusions  provided  in  section 
1504(b)). 

(c)  Nonqualifying  loan  defined.  For 
purposes  of  §§  1.593-4  through  1.593-10, 
the  term  “nonqualifying  loan”  means 
any  loan  which  is  not  a  qualifying  real 
property  loan. 

(d)  Amount  of  loan  determined — (1) 
General  rule.  Except  as  provided  in  sub- 
paragraph  (2)  of  this  paragraph,  the 
amount  of  any  qualifsring  real  property 
loan  or  nonquallfsring  loan,  for  pur¬ 
poses  of  section  593,  is  the  adjusted  basis 
of  such  loan  as  determined  under  §  1.- 
1011-1.  If  the  amount  advanced  by  the 
taxpayer  on  any  qualif  iring  real  property 
loan  or  nonqualifying  loan  is  less  than 
(i)  the  total  amoimt  which  such  tax¬ 
payer  is  obligated  to  advance  on  such 
loan,  or  (ii)  the  face  value  of  the  note 
or  other  instrument  evidencing  such 
loan,  then  the  amount  so  advanced  shall 
be  considered  to  be  the  basis  of  such 
loan  for  purposes  of  §  1.1011-1.  For  the 
basis  of  a  redeemable  ground  rent  re¬ 
served  or  created  by  the  taxpayer  before 
April  11,  1963,  see  section  1055(b)  (3) ; 
and  for  the  basis  of  a  loan  represented 
by  property  acquired  by  the  taxpayer  in 
a  transaction  described  in  section  595(a) , 
see  section  595(c). 

(2)  Limitation.  If  the  total  amount 
advanced  on  any  loan  exceeds  the  loan 
value  (determined  at  the  time  such 
amount  is  advanced  under  the  princi¬ 
ples  of  section  7701(a)  (19)  and  the  reg¬ 
ulations  thereunder)  of  any  interest  in 
qualifying  real  property  which  secures 
such  loan,  then  the  portion  of  such  loan 
which,  as  of  the  close  of  any  taxable 
year,  will  be  considered  as  a  qualifsring 
real  proper^  loan  shall  bear  the  same 
ratio  to  the  amoimt  of  such  loan  then 
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DEPARTMENT  OF  HEALTH.  EDU¬ 
CATION.  AND  WaFARE 

Food  and  Drug  Administration 

F.  W.  ALBION  LABORATORIES,  INC. 

Filing  of  Petition  Regarding  Food  Ad¬ 
ditives,  Tetrasodium  Ethylenedia- 
menetetraacetic  Acid  and  Sodium 
Tripolyphosphate 

Pursuant  to  the  provisions  of  the  Fed¬ 
eral  Food,  Ehrug,  and  Cosmetic  Act  (sec. 
409  (b)(5).  72  Stet.  1786;  21  n.S.C.  348 
(b)  (5) ) ,  notice  is  given  that  a  petition 
(FAP  761)  has  be^  filed  by  F.  W.  Albion 
Laboratories,  Inc.,  2332  B  Avenue.  Ogden, 
Utah,  propoting  the  issuance  of  a  regula¬ 
tion  to  provide  for  the  safe  use  of  a 
formulation  containing  tetrasodium 
ethylenediamenetetraacetic  acid  and 
sodium  tripolyphosphate  for  the  control 


of  urinary  calculi  in  wether  lambs  and 
in  steers. 

Dated:  October  30.  1063. 

_  WiMTON  B.  Rankin, 

Assistant  Commissioner 
'  of  Food  and  Drugs. 

(PJl.  Doc.  63-11688;  FUed.  Nov.  4.  1963; 

8:47  ajn.] 

ELANCO  PRODUCTS  CO. 

Filing  of  Petition  Regarding  Food 
Additive  Tylosin 

Pursuant  to  the  provisions  of  the  Fed¬ 
eral  Food,  Drug,  and  Cosmetic  Act  (sec. 
409(b)(5).  72  Stat.  1786;  21  UB.C.  348 
(b)  (5) ) ,  notice  is  given  that  petitions 
(FAP  Nos.  1176, 1177)  have  been  filed  by 
Elanco  Products  Company,  A  Division  of 
Ell  Lilly  and  Cmnpany,  Indianapolis  6, 
Indiana,  proposing  the  amendment  of 
8  121.217  Tylosin  to  provide  for  the  safe 
use  of  tylosin  in  feed  of  swine,  as  follows: 


QoABtlty 

(1)  In  twine  ftti. 

Ormnu  per  tern 


Llmltsttons 


Indkatknis  for  use 


(  )  40-101 _ ......... - ....  100  gm.  per  ton  lot  8  weeks  fbUowed  by  40  gm.  Prevention  of  swine  dysentery 

per  ton  to  market  weight;  as  tylosin  pnoe-  (vibrionic). 
phate. 

(  )  In  twine  feed  end  twine  drink- 
inf  water. 

Oramt  per  ton 

40-100 _ _  Administer  in  feed  2  to  0  weeks  as  tylosin  phos-  Treatment  and  control  of  swine 

phate,  after  administration  of  0.2S  gm.  per  dysentia^  (yibrkmic). 

Orawte  per  fsBo*  per  nllon  of  tylosin,  as  tylosin  tartoate,  in 

0.25 . . .  drinking  water  for  8  to  10  days. 

Dated;  October  30,  1963. 

WiNTON  B.  Rankin, 

Assistant  Commissioner  of  Food  and  Drugs. 
[FR.  Doc.  63-11689;  FUed,  Nov.  4. 1963;  8:47  am.] 


ATOMIC  ENERGY  COMMISSION 

Filing  of  Petition  Regarding  Food  Ad¬ 
ditive  Gamma  Radiation  for  Proc¬ 
essing  Canned  Bacon 

Pursuant  to  the  provisions  of  the 
Federal  Food,  Drug,  and  Cosmetic  Act 
(sec.  409(b)(5).  72  Stat.  1786;  21  UJ3.C. 
348(b)  (5) ) ,  notice  is  given  that  a  peti¬ 
tion  (FAP  1226)  has  been  filed  by  United 
States  Atomic  Energy  Commission, 
Washington  25,  D.C.  proposing  the 
amendment  of  8  121.3002  of  the  food 
additive  regulations  to  provide  for  the 
safe  use  of  cesium  137  as  a  sealed  source 
of  gamma  radiation  for  the  processing 
of  canned  bacon. 

Dated:  October  30,  1963. 

WxNTON  B.  Rankin, 
Assistant  Commissioner 
of  Food  and  Drugs. 

[Fit.  Doc.  6a-11692;  Filed.  Nov.  4.  1963; 
8:47  sjn.] 


DEPARTMENT  OF  THE  INTERIOR 

Bureau  of  Land  Management 
ARIZONA 

Small  Tract  Classification  No.  79; 
Revocation 

Pursuant  to  autoritir  ddegated  to  me 
by  Bureau  Order  No.  684,  dated  August 
28,  1961  (26  FJR.  8216),  I  hereby  revoke 
Arlssona  Small  Tkact  Classification  No. 
79,  published  December  7, 1961  (26  FJt. 
11748) ,  in  its  oitirety. 

Dated:  October  28, 1963. 

Fued  J.  WdLSt, 

.  State  Director. 

(FR.  Doc.  63-11660;  Filed.  Nov.  4.  1963; 
8:46  am.] 


GLIDDEN  CO. 

Fiiing  of  Petition  Regarding  Food  Ad¬ 
ditive  Lactylic  Esters  of  Fatty  Acids 

Pursuant  to  the  provisions  of  the  Fed¬ 
eral  Food,  Drug,  and  Cosmetic  Act  (sec. 
409(b)(5),  72  Stat.  1786;  21  U.S.C.  348 
(b)  (5) ) ,  notice  is  given  that  a  petition 
(PAP  1189)  has  been  filed  by  The  Olid- 
den  Company,  900  Union  Commerce 
Building,  Cleveland  14,  Ohio,  proposing 
the  issuance  of  an  amendment  to  8  121.- 
1048  Stearyl-2-lactyUc  add  to  provide  for 
the  safe  use  of  lactylic  esters  of  fatty 
acids,  as  emulsifiers  and  plasticizers  in 
food,  such  esters  to  be  produced  from 
lactic  acid  and  fatty  acids  complying 
with  8  121.1070. 

Dated:  October  30, 1963. 

WnrroN  B.  Rankin, 
Assistant  Commissioner  of 
Food  and  Drugs. 

IFA.  Doc.  63-11690;  FUed,  Nov.  4,  1963; 
8:47  am.] 


NOPCO  CHEMICAL  CO. 

Filing  of  Petition  Regarding  Food 

Additives 

Pursuant  to  the  provisions  of  the  Fed¬ 
eral  Food,  Drug,  and  Cosmetic  Act  (sec. 
409(b)(5),  72  Stat.  1786;  21  U.S.C.  348 
(b)  (5) ) ,  notice  is  given  that  a  petition 
(FAP  1243)  has  been  filed  by  Nopco 
Chemical  Company,  60  Park  Place,  New¬ 
ark  1,  New  Jersey,  proposing  that 
paragraph  (c)  of  8  121.2531  Surface  lu¬ 
bricants  used  in  the  manufacture  of  me¬ 
tallic  articles  be  amended  by  inserting 
alphabetically  the  new  item  "Isobutyl 
stearate." 

Dated:  October  30, 1963. 

WxNTON  B.  Rankin. 

Assistant  Commissioner  of 
Food  and  Drugs. 

[FR.  Doc.  63-11691;  FUed,  Nov.  4.  1963; 

8:47  am.] 


[Alaska  Small  Tract  Order  Number  1] 

ALASKA 

Revocation  of  Small  Tract  Opening 
Order 

1.  Pursuant  to  authority  delegated  to 
me  by  Bureau  Order  No.  684,  dated  Au¬ 
gust  28,  1961  (26  FH.  8216),  the  order 
dated  February  25,  1963  (28  FJR.  1887) 
which  opened  all  vacant  unreserved  un¬ 
appropriated  public  domain  lands  within 
the  State  of  Alaska  to  the  filing  of  peti¬ 
tion-applications  in  accordance  with  the 
provisions  of  the  Act  of  June  1,  1938  (43 
UB.C.  682a-e)  as  amended,  is  hereby 
revoked  in  its  entirety. 

2.  Areas  will  be  opened  by  notice  filed 
in  the  Federal  Register  to  the  filing  of 
petitions  for  classification  (Form  4-1677) 
and  applications  on  Form  4-776  in  ac¬ 
cordance  with  the  provisions  of  the  Act 
of  June  1,  1938  (43  UB.C.  682ar-e).  as 
amended  and  the  regulations  in  43  CFR, 
Part  257  after  additional  examination 
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and  analsrsis  has  been  conducted  in  suf¬ 
ficient  detail  to  determine  those  luids 
best  suited  for  small  tract  use  and  de¬ 
velopment. 

3.  Nominations  or  expressions  of  in¬ 
terest  to  opening  of  e^ecific  lands  for 
small  tract  use  and  development  may  be 
made  to  the  Manager,  Anchorage  Land 
Office.  555  Cordova  Street,  Anchorage, 
Alaska,  for  lands  in  the  Anchorage  Land 
District,  and  to  the  Manager,  Fairbanks 
Land  Office,  P.O.  Box  1150,  Fairbanks. 
Alaska,  for  lands  in  the  Fairbanks  Land 
District. 

4.  This  order  shall  become  effective  on 
November  8, 1963. 

Dated:  October  25,  1963. 

Roger  R.  Robinsoh, 
State  Director. 

[FJR.  Doc.  63-11662;  Filed,  Not.  4.  1963; 

8:46  am.] 


Bureau  of  Reclamation 

[Public  Announcement  No.  39,  Arndt.  3] 

COLUMBIA  BASIN  PROJECT 
Sale  of  Full-Time  Farm  Units 

Public  announcement  of  the  sale  of 
farm  units  in  the  Quincy-Columbia 
Basin  Irrigation  District.  Columbia  Basin 
Project,  Washington,  dated  September 
15. 1958,  published  in  the  Federal  Regis¬ 
ter  at  23  FJEl.  7550,  and  subsequently 
amended,  is  further  amended  for  Farm 
Unit  159,  Irrigation  Block  89.  by  deleting 
in  its  entirety  section  16.d.  Residence 
requirements. 

After  acquiring  Farm  Unit  159,  Irriga¬ 
tion  Block  89,  the  purchaser  subs^uently 
bought  an  a^oining  unit  which  has  a 
full  set  of  farm  buildings.  The  purpose 
of  this  amendment  is  to  avoid  unneces¬ 
sary  duplication  of  farmstead  facilities 
by  waiving  the  purchaser’s  building  re¬ 
quirement  and  the  requirement  for  re¬ 
siding  on  his  base  unit  for  12  months. 

•  Floyd  E.  Dominy, 
Commissioner  of  Reclamation. 

October  30,  1963. 

[FA.  Doc.  63-11663;  FUed,  Nov.  4.  1063; 

8:46  am.] 

CIVU  AERONAUTICS  BOARD 

[Docket  No.  14840;  Order  E-20138] 

DELTA  AIR  LINES,  INC.,  ET  AL. 
Order  of  Investigation  and  Suspension 

Adopted  by  the  Civil  Aeronautics 
Board  at  its  office  in  Washington,  D.C., 
on  the  30th  day  of  October  1963. 

Increased  coach  fares  between  Las 
Vegas  and  San  Francisco/Oakland  pro¬ 
posed  by  Delta  Air  Lines,  Inc.,  National 
Airlines.  Inc.,  and  United  Air  Lines.  Inc.; 
Docket  No.  14840. 

By  tariff  revisions  ^  mailed  to  become 
effective  November  8,  1963,  Delta  Air 
Lines,  Inc.,  and  National  Airlines,  Inc., 
prop<»ed  to  increase  their  one-way  jet 
coach  fares  between  Las  Vegas  and  San 
Francisco/Oakland  to  $34.30  per  pas¬ 
senger.  The  proposed  fare  is  $1.75,  or 


^  Revisions  to  Agent  Squire'S  CAR.  No.  44. 


5.4  percent,  above  the  fare  currently  in 
effect.  United  Air  Lines.  Inc.  also  pro¬ 
poses  by  revision  of  its  propeller  coach 
tariff  ^  between  Las  Vegas  and  San  Fran¬ 
cisco/Oakland  to  Increase  the  one-way 
fare  to  the  level  proposed  by  Western, 

i.e.,  $34.45.  The  sole  justification  of  tiie 
proposal  presented  by  the  carriers  is  that 
it  equals  the  level  determined  by  the 
Board’s  75-percent  coach-fare  policy. 

By  Order  E-20101.  sidc^ted  October  17, 
1963  (Docket  14814),  the  Board  sus¬ 
pended  and  set  for  investigation  the 
identical  fare  proposed  by  Trans  World 
Airlines,  Inc.,  United  Air  Lines,*  Inc.,  and 
Western  Air  Lines,  Inc.  This  was  based 
chiefiy  upon  the  paucity  of  the  carriers* 
justification  and  the  relativeh^  high 
yields.  The  Board  stated  that  the  fare 
construction  in  its  coach  policy  could 
be  achieved  by  reducing  certain  fares  to 
bring  them  into  line. 

Similar  issues  are  involved  in  the  cur¬ 
rent  proposal.  Consistent  with  the 
foregoing,  and  upon  consideration  of  all 
other  relevant  factors,  the  Board  finds 
that  the  proposed  fares  may  be  unjust 
or  unreasonable,  unjustly  discrimina¬ 
tory.  unduly  preferential,  or  unduly 
prejudicial,  and  should  be  investigated. 
We  shall  consolidate  this  investigation 
into  that  instituted  of  the  identical  fil¬ 
ings  referred  to  above.  The  Board  has 
fiuther  concluded  to  suspend  the  pro¬ 
posed  fares  and  defer  their  use  pending 
investigation. 

Accordingly,  pursuant  to  the  Federal 
Aviation  Act  of  1958,  particularly  sec¬ 
tions  204 (ah  403.  404,  and  1002  thereof. 

It  is  ordered.  That: 

1.  An  investigation  be  instituted  to  de¬ 
termine  whether  the  O.  W.  Jet  Fare  be¬ 
tween  Las  Vegas  and  San  Francisco  on 
30th  Revised  Page  122-C,  the  fare  be¬ 
tween  Las  Vegas  and  San  Francisco- 
Oakland  on  27th  Revised  Page  191,  and 
the  fares  between  Las  Vegas,  on  the  one 
hand,  and  Oakland  and  San  Francisco, 
on  the  other,  on  35th  Revised  Page  292 
of  Agent  C.  c:  Squire’s  CAS.  No.  44 
are,  or  will  be,  unjust  or  unreasonable, 
unjustly  discriminatory,  unduly  prefer¬ 
ential,  imduly  prejudicial,  or  otherwise 
unlawful,  and  if  found  to  be  unlawful  to 
determine  and  prescribe  the  lawful  fares; 

2.  Pending  hearing  and  decision  by  t^e 

Board  the  O.  W.  Jet  Fare  between  Las 
Vegas  and  San  Francisco  on  30th  Re¬ 
vised  Page  122-C,  the  fare  between  Las 
Vegas  and  San  Franclsco-Oakland  on 
27th  Revised  Page  191,  and  the  fares 
between  Las  V^as,  on  the  one  hand,  and 
Oakland  and  San  Francisco,  on  the 
other,  on  35th  Revised  Page  292  of  Agent 
C.  C.  Squire’s  CAS.  No.  44  are  suspended 
and  their  use  deferred  to  and  including 
February  5,  1964,  unless  otherwise 

ordered  by  the  Board  and  that  no 
changes  be  made  therein  during  the 
period  of  suspension  except  by  order  or 
special  permission  of  the  Board; 

3.  This  investigation  is  consolidated 
with  the  proceeding  entitled  “Increased 
coach  fares  proposed  by  Western  Air 
Lines,  Inc.,  United  Air  Lines,  Inc.,  Trans 
World  Airlines.  Inc.,’’  Docket  14814. 

4.  Copies  of  this  order  will  be  filed  with 
the  aforesaid  tariff  and  served  upon 


a  Only  Jet  coach  fares  for  United  were  8\is- 
pended  by  this  order. 


Delta  Air  Lines,  Inc.,  and  National 
Airlines,  Inc.,  which  are  hereby  made 
parties  to  this  proceeding,  and  upon  all 
other  parties  in  Docket  14814. 

This  order  will  be  published  in  the 
Federal  Register. 

By  the  Civil  Aeronautics  Board. 

[seal]  Harold  R.  Sanderson, 

Secretary. 

[FR.  Doc.  63t11693:  Filed,  Not.  4,  1963; 
8:47  am.] 


[Docket  No.  14411;  Order  E-20140] 

AIR  TRAFFIC  CONFERENCE  OF 
AMERICA 

Order  Relating  to  Improved  Notice  of 

Carriers'  Limit  of  Liability  Under  the 

Warsaw  Convention 

Adopted  by  the  Civil  Aeronautics 
Board  at  its  office  in  Washington,  D.C., 
GO.  the  3l8t  day  of  October  1963. 

In  the  matter  of  an  agreement  adopted 
by  the  Air  Traffic  Conference  of  America 
relating  to  improved  notice  of  carri^ 
limit  of  liability  under  the  Warsaw  Con¬ 
vention;  Docket  No.  14411,  Agreement 
No.  CAB  16950. 

On  January  22. 1963,  the  member  car¬ 
riers  of  the  Air  Traffic  Conference  of 
America  (ATC)  submitted  to  the  Board 
for  approval  under  section  412(b)  of  the 
Federal  Aviation  Act  of  1958,  a  resolution 
effective  March  22,  1963,  providing  for 
an  improved  form  of  notice  of  the  limit 
of  liability  of  the  Warsaw  Convention,  by 
means  of  a  prescribed  statement  on  a 
separate  sheet  of  paper  placed  in  the 
ticket  envelope  or  attached  to  the  ticket 
(Agreement  No.  CAB  16950) .  The  ATC 
statement  reads  as  follows: 

Advice  td  International  Passengers 

The  United  States  and  more  than  flftj 
other  nations  are  parties  to  a  treaty  known 
as  the  “Warsaw  ConTentlon,”  which  estab¬ 
lishes  xmiform  rules  and  standardized  doc¬ 
uments  for  International  air  transportation, 
and  certain  conditions  relating  to  liability 
of  carriers  to  international  passengers  and 
shippers.  When  the  treaty  applies,  it  im¬ 
poses  a  stricter  nile  of  liability  on  the  car¬ 
rier,  but  recoTery  for  death  or  injury  may  be 
limited  to  approximately  $8,290.  Other  lim¬ 
its  apply  to  baggage  and  cargo. 

Additional  protection  can  usually  be  ob¬ 
tained  by  purchasing  instance  from  a  prlr- 
ate  company.  Such  insiurance  is  not  af¬ 
fected  by  any  limitation  of  the  carrterli 
liability  under  the  Warsaw  Convention.  For 
fiirther  Infcnmatlon  please  consult  your  air¬ 
line  or  insurwce  compftny  representative. 

By  notice  of  proposed  rule  making  is¬ 
sued  April  1. 1963,  EDR^52,  Docket  14411, 
published  at  28  FJl.  3281,  the  Board  ad¬ 
vised  of  its  intention  to  amend  Part  221 
of  the  Economic  Regulations  to  require 
air  carriers  and  foreign  air  carriers  to 
give  improved  notice  of  their  limits  of  li¬ 
ability  for  death  or  injury  of  passengers 
under  the  Warsaw  Convention.  In  the 
explanatory  statement  accompanying  the 
notice  of  proposed  rule  making  the  Board 
stated  that  it  would  withhold  action  on 
the  ATC  resolution  (Agreement  No.  CAB 
16950)  in  order  that  simultaneous  con¬ 
sideration  might  be  given  in  the  same 
proceeding  (Docket  14411)  to  the  Board's 
proposed  rule,  the  ATC  resolution,  and 
any  alternative  proposals  which  might 
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be  advanced  for  the  purpose  of  improving 
the  notice  to  the  public  of  the  limits  of 
liability  imder  the  Warsaw  Convention.* 
The  comments  of  the  air  carriers  and 
the  public  on  both  the  proposed  amend¬ 
ment  to  Part  221  and  the  ATC  resolution 
have  been  considered  and  simultaneously 
herewith  the  Board  is  adopting  an 
amendment  to  Part  221,  effective  on  Feb¬ 
ruary  1,  1964,  requiring  the  carriers  to 
amend  their  tariffs  and  by  other  pre¬ 
scribed  means  give  improved  notice  to 
passengers  of  the  limit  of  liability  under 
the  Warsaw  Convention. 

Upon  examination  of  the  notice  pre¬ 
scribed  under  the  ATC  agreement,  we 
have  found  that  it  does  not  adequately 
inform  the  traveling  public,^  is  not  in 
conformity  with  the  requirements  of  the 
amended  regulation,  that  its  use  would 
tend  to  create  confusion,  and  that  ap¬ 
proval  of  Agreement  No.  CAB  16950 
would  be  adverse  to  the  public  interest. 
We  shall  not  authorize  continued  use  of 
^at  notice. 

Accordingly,  it  is  ordered.  That  Agree¬ 
ment  No.  CAB  16950  be  and  it  is  hereby 
disapproved,  such  disapproval  to  take 
effect  on  February  1,  1964. 

This  order  will  be  published  in  the 
Federal  Register. 

By  the  Civil  Aeronautics  Board. 

[SEAL]  Harold  R.  Sanderson, 

Secretary. 

(PJl.  Doc.  63-11604;  FUed,  Nov.  4,  1963; 
8:47  a.m.] 

[Docket  No.  13571] 

INTEROCEAN  AIRWAYS  S.A. 

Notice  of  Prehearing  Conference 

Application  of  Interocean  Airways 
S.A.  for  a  foreign  air  carrimr  permit,  pur¬ 
suant  to  section  402  of  the  Federal  Avia¬ 
tion  Act  of  1958,  as  amended,  authoriz¬ 
ing  it  to  engage  in  planeload  charter 
foreign  air  transportation  of  persons 
and  their  accompanied  baggage  between 
any  point  or  points  in  the  Orand-Duchy 
of  Luxembourg  on  the  one  hand,  and  any 
point  or  points  in  the  United  States  of 
America  on  the  other  hand. 

Notice  is  hereby  given  that  a  prehear¬ 
ing  conference  on  the  above-entitled  ap¬ 
plication  is  assigned  to  be  held  on  No¬ 
vember  13.  1963,  at  10  a.m.,  ejs.t.,  in 
Room  911,  Universal  Building,  Connecti¬ 
cut  and  Florida  Avenues  NW.,  Washing¬ 
ton,  D.C.,  before  Examiner  Leslie  O. 
Donahue. 

Dated  at  Washington,  D.C.,  October 
29, 1963. 

[seal]  Francis  W.  Brown, 

Chief  Examiner. 

[F.R.  Doc.  63-11696;  Piled,  Nov.  4,  1963; 
8:47  ajn.] 

'  In  connection  with  the  same  docket,  the 
Board  also  issued  an  order  (B-19447,  dated 
Apr.  1,  1963)  initiating  a  re-examination  of 
Its  1957  approval  of  the  lATA  standard  form 
(A  ticket  and  baggage  check.  This  re-exam¬ 
ination  is  being  continued  by  the  Board  to 
'  give  it  an  opjwrtunity  to  observe  the  carries’ 
practices  under  the  amendments  to  Part  321 
adopted  this  date. 

*See  Economic  Regulation  ER-395. 


[Docket  Noe.  14864, 14506;  Order  B-201411 

NORTH  CENTRAL  AIRLINES,  INC. 

Order  Denying  Petition  for  Reconsid¬ 
eration  and  Granting  Exemption 
and  Change  of  Service  Pattern 

Adopted  by  the  Civil  Aeronautics 
Board  at  its  office  in  Washington.  D.C., 
on  the  31st  day  of  October  1963. 

Application  of  North  Central  Airlines, 
Inc.  for  a  change  of  service  pattern. 
Docket  No.  14364;  application  of  North 
Central  Airlines,  Inc.  for  an  exemption 
and  for  a  change  of  service  paUem  on 
segments  4  and  9  of  its  route  86,  Docket 
No.  14508. 

North  Central  Airlines,  Inc.  (North 
Central)  filed  an  application  on  March 
12,  1963,  requesting  authority  to  overfly 
ClintonviUe,  Wisconsin,  on  segment  4  of 
its  route  86  after  providing  one  daily 
DC-3  roimdtrip.*  In  Order  E-19534, 
April  29,  1963,  the  Board  denied  North 
Central’s  request  Cn  the  groimd  that  evi¬ 
dence  had  not  been  presented  to  support 
a  conclusion  that  reduction  in  service  to 
ClintonviUe  is  economically  justifiable. 
On  May  10,  1963,  North  Central  flled  a 
petition  for  reconsideration  of  Order 
E-19534. 

Thereafter,  on  May  16,  1963,  North 
Central  flled  an  application  (1)  request¬ 
ing  authority  to  overfly  ClintonviUe  and 
Wisconsin  Rapids-Stevens  Point  on  seg¬ 
ment  4  of  its  route  86  and  (2)  for  ex¬ 
emption  authority  to  serve  these  two 
points  on  segment  9.* 

In  support  of  its  petition  for  recon¬ 
sideration,  North  Central  states  that  the 
new  class  rate  formula  strongly  favors  the 
long  haul  local  service  carriers  whereas 
North  Central  is  the  second  shortest  hop 
carrier  and  the  fourth  shortest  haul  car¬ 
rier  in  the  industry;  that  North  Central 
is  not  faring  as  well  under  the  new  class 
rate  as  was  anticipated  by  the  Board; 
that  if  given  the  opportunity  to  serve 
ClintonviUe  with  only  one  round  trip./ 
North  Central  would  be  able  to  reduce' 
its  breakeven  need  by  at  least  $8,000  and 
increase  its  annual  subsidy  payment  by 
$24,000;  and  that  the  Board  has  afforded 
simUar  reUef  to  Lake  Central  Airlines 
with  respect  to  the  overflight  of  Elkins, 
W.  Va..  in  Order  E-19472.  AprU  8, 1963. 

In  support  of  its  appUcation  in  Docket 
14508,  North  Central  aUeges  that  the 
reasons  for  grant  of  the  subject  appli¬ 
cation  are  the  same  as  those  that  ex¬ 
isted  as  a  justiflcation  for  the  grant  of 
authority  in  Orders  E-17501  and  E- 
17902;  that  because  of  the  close  prox¬ 
imity  of  Wausau,  Wisconsin  Rapids- 
Stevens  Point  and  ClintonviUe,  Convairs 
cannot  be  used  to  serve  these  points 

^  Docket  14364. 

*  Docket  14608.  By  Orders  E-17501.  Sept. 
26,  1961  and  E-17902,  Jan.  4.  1962,  North 
Central  was  granted  authority  (1)  to  overfly 
Cllntonvllle  on  segment  4  after  providing 
one  daily  roundtiip,  provided  Cllntonvllle 
was  served  by  at  least  one  additional  round- 
trip  on  segment  9,  for  which  it  received  an 
exemption  and  (3)  to  serve  Wisconsin 
Rapids-Stevens  Point  as  an  intermediate 
ix>int  on  segment  9.  The  authority  granted 
was  effective  until  90  days  after  decision  in 
the  North  Central  “Use  it  or  Lose  it”  investi¬ 
gation,  Docket  12137,  et  al.,  which  was 
decided  on  July  28,  1963  by  Order  E-18636. 


properly;  that  if  North  Central  is  denied 
the  reUef  requested,  and  it  is  necessary 
to  inaugurate  whoUy  new  DC-3  flights 
between  Minneapolis  and  Oreen  Bay.  the 
increased  cost  to  the  carrier  would  be 
$157,448  annually,  and  there  would  also 
be  an  increase  in  the  amount  of  subsidy 
North  Central  would  receive  imder  the 
class  rate  formula;  and  that  Uttle  or  no 
additional  traffic  could  be  anticipated 
because  of  the  addition  of  these  flights. 

The  city  of  ClintonviUe  flled  a  letter 
on  May  27,  1963,  supporting  North  Cen¬ 
tral’s  appUcation  in  Docket  14508.  The 
city  of  Stevens  Point  also  flled  a  state¬ 
ment,  but  it  opposed  the  granting  of  the 
appUcation. 

We  wiU  dispose  of  the  petition  for  re¬ 
consideration  flrst.  In  Order  E-19534, 
AprU  29,  1963,  we  denied  North  Central’s 
appUcation  to  overfly  ClintonviUe  on 
segment  4  after  providing  one  daily 
round  trip  on  the  ground  that  no  eco¬ 
nomic  justiflcation  had  been  presented 
to  support  a  50  percent  reduction  in 
service  to  ClintonviUe;  and  that,  whUe 
North  Central’s  propos^  service  pattern 
would  achieve  a  savings  to  the  carrier  of 
approximately  $8,000,  the  impact  on 
North  Central’s  subsidy  under  the  class 
rate  would  be  an  increase  in  its  anmiRi 
payment  of  $24,000.  In  the  subject  peti¬ 
tion.  North  Central  has  not  presented  any 
new  or  additional  arguments  which  per¬ 
suade  us  to  change  our  earUer  decision. 

The  carrier’s  reliance  on  Order  E- 
19472  te  misplaced  since  the  situation 
there  presented  is  not  comparable  to  the 
instant  case.  Elkins  was  not  meeting 
the  “use  it  or  lose  it”  standard,  and  the 
action  taken  in  Order  E-19472  is  in  line 
with  the  Board’s  poUcy  of  urging  car¬ 
riers  to  seek  reUef  in  advance  of  a  termi¬ 
nation  proceeding  “where  a  community 
or  segment  fails  to  make  adequate  use 
of  a  subsidized  service  •  •  CUnton- 
vUle.  however,  is  approximating  the 
standard  of  five  daily  passenger  origina¬ 
tions,  and  it  would  be  inequitable  to  allow 
a  drastic  service  reduction  without  af¬ 
fording  interested  parties  a  hearing.* 
Accordingly,  we  wiU  deny  North  Central’s 
petition  for  reconsideration  in  Docket 
14364. 

We  turn  now  to  North  Centi*al’s  ap¬ 
pUcation  in  Docket  14508.  With  the 
issuance  of  Order  E-18626,  the  carrier’s 
authority  to  provide  the  service  at  issue 
herein  terminated  on  October  22,  1962. 
Consequently.  North  Central’s  continued 
operation  of  the  service  has  been  with¬ 
out  the  requisite  economic  authority. 
However,  we  have  decided  to  grant  North 
Central  authority  to  overfly  CUntonviUe 
after  providing  it  with  one  daily  round 
trip  on  segment  4  so  loi^  as  it  provides 
one  other  daily  round  trip  to  CUnton¬ 
viUe  on  segment  9.  We  also  conclude 
that  an  exemption  should  be  granted 
permitting  North  Central  to  serve  CUn¬ 
tonviUe  and  Wisconsin  Rapids-Stevens 
Point  as  intermediate  points  on  segnient 

*  Seven  States  Area  Investigation.  28,  CAR. 
680,  757  (1958).  Elkins,  certificated  on  two 
segments  of  Lake  Cento’s  route  88,  origi¬ 
nated  only  6.91  dally  passengers  tcx  the 
twelve  months  ended  March  31.  1963. 

the  12  months  ended  June  30,  1963, 
Cllntonvllle  boarded  an  average  of  4.41  pas¬ 
sengers  per  day. 
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9  of  its  route  86.  This  action  should 
not  be  construed  as  condoning  the  car¬ 
rier’s  past  illegal  conduct  or  precluding 
the  Board  from  taking  appropriate  en¬ 
forcement  action,  if  such  be  deemed 
necessary. 

The  same  reasons  exist  today  which 
justified  our  action  in  Orders  E-17501 
and  E-17902  relative  to  North  Central’s 
service  at  Clintonville  and  Wisconsin 
Rapids-Stevens  Point.  Grant  of  au¬ 
thority  herein  allowing  service  over  a 
combination  of  segments  4  and  9  will 
enable  North  Central  to  achieve  a  better 
utilization  of  its  Convair  equipment  and, 
at  the  same  time,  continue  an  improved 
service  between  Clintonville  and  Wis¬ 
consin  Rapids-Stevens  Point,  on  the  one 
hand,  and  these  cities’  main  ccunmuni- 
ties  of  interest,  on  the  other  hand. 

If  the  authority  requested  is  not 
granted,  the  carrier  would  be  required 
to  inaugurate  an  additional  daily  round 
trip  over  s^ment  4  between  Minneapolis 
and  Green  Bay,  and  fiights  451  and  456 
would  then  be  operated  over  segment  9 
between  Chicago  and  Minneapolis  via 
Milwaukee,  Appleton,  Mansfield  and 
Eau  Claire.  ’The  net  effect  of  such  an 
operation  would  be  an  increase  of  ap¬ 
proximately  $129,000  (if  only  five  points 
on  segment  4  are  served)  to  $148,000  (if 
all  six  points  on  segment  4  are  served) 
in  North  Central’s  annual  aircraft  oper¬ 
ating  expense,  with  a  resultant  increase 
of  $19,000  down  to  $181  in  annual  sub¬ 
sidy  payments,  respectively.  ’Thus,  the 
grant  of  the  requested  authority,  under 
certain  circumstances,  may  result  in 
considerable  savings  to  both  the  carrier 
and  the  government. 

Finally,  we  conclude  that  the  exemp¬ 
tion  authority  requested  is  warranted  in 
order  to  allow  North  Central  to  offer  a 
pattern  of  service  at  Clintonville  and 
Wisconsin  Rapids-Stevens  Point  com¬ 
mensurate  with  the  needs  of  both  cities 
as  set  forth  in  the  carrier’s  application 
in  Docket  14508.  In  arriving  at  these 
conclusions,  the  Board  has  taken  into 
consideration  the  fact  of  the  limited 
nature  of  the  proposed  changes,  limited 
to  service  at  two  points  for  a  temporary 
period;  the  fact  that  the  requirement  of 
a  certificate  proceeding  would  be  unduly 
burdensome  on  the  carrier  as  it  would 
entail  expenses  disproportionate  to  the 
size  of  the  operation;  and  the  small  im¬ 
pact  of  the  proposed  service  on  the  sub¬ 
sidy  pasmient  to  North  Central  in  rela¬ 
tion  to  the  benefits  to  the  public  and  the 
carrier. 

In  view  of  the  foregoing,  the  Board 
finds  (1)  that  it  is  in  the  public  interest 
and  consistent  with  the  performance  of 
a  local  air  transportation  service  to  per¬ 
mit  North  Central  to  overfiy  Clintonville 
on  segment  4  after  providing  it  with  one 
daily  round  trip  so  long  as  it  receives 
one  additional  daily  round  trip  over  seg¬ 
ment  9;  and  (2)  that  enforcement  of 
section  401  of  the  Act  and  the  terms, 
conditions  and  limitations  of  North 
Central’s  certificate  for  route  86,  to  the 
extent  that  such  provisions  would  pre¬ 
vent  the  carrier  from  serving  Clinton¬ 
ville  and  Wisconsin  Rapids-Stevens 
Point  on  segment  9  of  route  86,  would  be 
an  undue  burden  by  reason  of  the  lim¬ 
ited  extent  of  the  carrier’s  (^rations 
and  would  not  be  in  the  public  interest. 


We  will  deny  North  Central’s  applica¬ 
tion  in  Docket  14508  to  the  extent  that  it 
requests  authority  to  overfiy  Wisconsin 
Rapids-Stevens  Point.  The  prior  au¬ 
thority.  on  which  North  Central  bases  its 
case  herein,  did  not  include  such  a  grant. 
And  North  Central’s  present  application 
does  not  set  forth  any  arguments  which 
persuade  us  that  the  scope  of  the  previ¬ 
ous  authority  should  be  enlarged. 

Accordingly,  it  is  ordered: 

1.  ’That  North  Cfentral’s  petiton  for  re¬ 
consideration  in  Docket  14364  be  and  it 
hereby  is  denied; 

2.  That  North  Central  be  and  it  hereby 
Is  granted  authority,  pursuant  to  §  202.4 
of  the  Board’s  Economic  Regulations,  to 
overfly  Clintonville,  Wisconsin,  on  seg¬ 
ment  4  of  its  route  86  after  providing  one 
daily  round  trip  on  segment  4:  Provided, 
North  Central  serves  Clintonville  with 
one  daily  roimd  trip  on  segment  9; 

3.  ’That  North  Central  be  and  it  hereby 
is  exempted  from  the  provisions  of  sec¬ 
tion  401  of  the  Federal  Aviation  Act  of 
1958,  as  amended,  and  the  terms,  condi¬ 
tions  and  limitations  of  its  certificate 
for  route  86  to  the  extent  that  such  pro¬ 
visions  would  prevent  North  Central  from 
serving  Clintonville  and  Wisconsin 
Rapids-Stevens  Point,  Wisconsin,  as  in¬ 
termediate  points  on  segment  9 ; 

4.  ’That,  to  the  extent  not  granted. 
North  Central’s  application  in  Docket 
14508  be  and  it  hereby  is  denied ; 

5.  ’That  the  authority  granted  herein 
shall  terminate  two  years  from  the  date 
of  this  order  or  90  days  after  decision  in 
the  North  Central  Area  Airline  Service 
Airport  Investigation,  Docket  13743, 
whichever  shall  first  occur; 

6.  ’That  this  mrder  may  be  amended 
or  revoked  at  any  time,  in  the  discretion 
of  the  Board,  without  hearing. 

’This  order  shall  be  published  in  the 
Federal  Register. 

By  the  Civil  Aeronautics  Board. 

[seal]  IIarold  R.  Sanderson, 

Secretary. 

[PR  Doc.  63-11696;  Plied,  Nov.  4,  1963; 

8:47  ajn.] ' 


[Docket  No.  14838;  Order  E-20137] 

UNITED  AIR  LINES,  INC. 

Order  of  Investigation 

Adopted  by  the  Civil  Aeronautics 
Board  at  its  oflSce  in  Washington,  D.C., 
on  the  29th  day  of  October  1963. 

Jet  “economy  coach’’  service  between 
Honolulu  and  Los  Angeles/San  Francisco 
proposed  by  United  Air  Lines,  Inc.,  Dock¬ 
et  No.  14838. 

United  Air  Lines,  Inc.,  (United)  has 
filed  tariff  revisions  ^  marked  to  become 
effective  on  November  1,  1963,  proposing 
an  “economy  coach’’  service  between 
Honolulu  and  Los  Angeles/San  Fran¬ 
cisco  to  meet  Pan  American  World  Air¬ 
ways,  Inc.’s  (Pan  American’s)  earlier- 
filed  “thrift”  service,  already  permitted 
to  become  effective  by  the  Board  for  the 
same  date  (Order  E-19996,  adopted  Sep¬ 
tember  10.  1963).  ’The  proposed  fare  is 
$100  one  way  and  $200  round  trip,  and 


^  Agent  Squlre’8  CA.B.  Noe.  43.  44,  and  65. 


will  be  applicable  in  mixed-class  DC-8 
Jet  aircraft  having  both  first-class  and 
“economy  coach”  accommodations.  The 
“economy  coach”  seating  configuration 
would  be  95  seats  (including  five  salable 
lounge  seats)  arranged  six  abreast,  with 
the  pitch  ranging  from  a  37-inch  mini, 
mum  to  a  40-inch  maximum,  but  with 
most  of  the  seats  being  at  38  inches.  No 
meals  would  be  provided  or  sold.  ’The 
tariff  does  not  contain  an  expiration 
date. 

Pan  American  filed  a  complaint  re¬ 
questing  suspension  and  investigation  of 
the  proposed  tariff,  stating  that  the  pro¬ 
posed  fare  would  be  discriminatory,  prej¬ 
udicial,  preferential,  unreasonable,  and 
unjust.  Pan  American  points  out  that 
there  is  no  difference  between  the  seat¬ 
ing  configuration  proposed  and  that  pro¬ 
vided  in  United’s  jet  coach  service.  Thus, 
subject  to  the  schedules  United  may  op¬ 
erate,  a  passenger  on  a  given  flight  would 
be  required  to  pay  $33  (or  33  percent) 
more  than  a  passenger  with  identical  ac¬ 
commodations  on  what  may  be  an 
equally,  or  more,  desirable  flight,  the 
only  difference  being  that  the  passenger 
paying  more  would  receive  meal  and  bev¬ 
erage  service.  Pan  American  also  states 
that  the  25-percent  decrease  in  fare 
would  be  accompanied  by  only  minor  sav¬ 
ings  in  expense,  and  since  United  has  a 
relatively  high  passenger  load  factor  in 
this  service  (70.1  percent  for  the  year 
ended  June  30,  1963) .  there  will  be  little 
opportunity  to  mitigate  the  fare  reduc¬ 
tion  by  increasing  the  number  of  pas¬ 
sengers.  ’This,  it  is  contended,  is  in  con¬ 
trast  to  Pan  American’s  “thrift”  proposal, 
in  which  service  a  substantial  number  of 
seats  will  be  added,  as  compared  with  its 
existing  dual -conjuration  first-class/ 
economy  services. 

In  support  of  its  proposal.  United 
alleges  that  it  has  filed  the  tariff  simply 
as  a  defensive  measure  to  compete  with 
the  Pan  American  thrift-class  jet  fare 
in  these  markets,  the  major  point  of 
difference  being  the  variation  in  seat 
pitch.*  United  claims  that  the  proposed 
seating  arrangement  will  permit  utiliza¬ 
tion  of  these  aircraft  in  other  services, 
and  would  make  expensive  equipment 
modification  unnecessary.  United  adds 
that  it  has  no  Intention  of  operating  its 
aircraft  in  higher-density  configuration 
until  the  safety  of  such  an  operation  has 
been  satisfactorily  demonstrated. 
United  indicates  that  it  does  not  believe 
the  traveling  public  is  influenced  by 
variations  in  seating  area,  and  contends 
that  no  discrimination  will  be  involved. 

While  United  contends  that  the  pro¬ 
posed  tariff  is  not  unjustly  discrimina¬ 
tory,  the  Board  believes  a  significant 
issue  is  presented  in  this  regard.  ’The 
principal  difference  between  United’s 
proposed  “economy  coach”  service  and 
its  present  coach  service  in  the  Honolulu- 
Los  Angeles/San  Francisco  markets  is 
the  absence  of  meals  in  the  “economy 
coach”  service.  ’The  seating  arrange¬ 
ment  in  both  services  is  identical.  Thus, 
this  difference  between  the  two  services 


*The  United  propoeal  differs  slgnlflcanUy 
from  Pan  American’s  original  proposal  In 
terms  of  seat  pitch,  the  former  having 
basically  a  38-lnch  pitch,  the  latter  a  34- 
Inch  pitch. 
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may  not,  in  our  opinion,  support  the 
difference  between  the  fares  charged  for 
these  services.  Nor  has  United  made  a 
showing  that  the  fares  are  reasonably 
related  to  cost  and  value  of  service  or 
that  the  proposed  service  would  be  pro¬ 
vided  at  any  substantial  cost  saving  over 
that  service  now  provided.  In  this  re¬ 
gard,  we  note  that  United  has  contended 
that  the  Pan  American  “thrift”  fare  with 
a  34 -inch  seat  pitch  would  result  in  lower 
net  earnings.  Whereas  United  proposes 
to  operate  at  the  same  fare  but  with  a 
38-inch  pitch,  which  correspondingly 
Increases  unit  operating  costs  per  seat 
mile  and  would  decrease  earnings  even 
more.  As  a  consequence,  the  proposed 
tariff  raises  questions  of  unjust  discrimi¬ 
nation,  preference  and  prejudice  as  well 
as  reason{d}leness  and  the  Board,  there¬ 
fore,  will  institute  an  investigation  of  the 
lawfulness  of  such  tariff  proposal. 

Pan  American,  pursuant  to  special 
tariff  permission,  has  modified  its  tariff 
to  propose  a  defensive  seating  arrange¬ 
ment  more  competitive  with  United’s, 

l.e.,  to  provide  no  more  than  161  seats 
at  a  38-lnch  pitch.  For  the  reasons 
mentioned  above,  the  investigation  in¬ 
stituted  herein  will  encompass  this 
defensive  proposal  of  Pan  American. 

In  order  to  determine  the  relationship 
of  these  fares  to  the  cost  of  providing 
the  service  and  to  determine  the  promo¬ 
tional-  value  of  these  tariffs,  we  will  not 
suspend  these  proposed  fares  pending 
investigation. 

Upon  consideration  of  the  foregoing 
factors  and  all  other  relevant  matters, 
the  Board  finds  that  United’s  proposal  as 
well  as  the  Pan  American  defensive  tariff 
revision  may  be  unjust  or  unreasonable, 
unjustly  discriminatory,  unduly  prefer¬ 
ential,  or  unduly  prejudicial,  and  should 
be  investigated.  Except  to  the  extent 
granted  herein,  the  complaint  will  be 
dismissed. 

Accordingly,  pursuant  to  the  Federal 
Aviation  Act  of  1958,  and  particularly 
sections  204(a),  403,  404,  and  1002 
thereof. 

It  is  ordered.  That: 

1.  An  investigation  be  instituted  to  de¬ 
termine  whether  the  fares  and  provisions 
on  11th  Revised  Page  292-0  of  Agent  C. 
C.  Squire’s  CJV3.  No.  44  and  the  “Ha¬ 
waiian  Economy  Coach”  seating  con¬ 
figuration  provisions  on  11th  Revised 
Page  35  of  Agent  C.  C.  Squire’s  C.A.B. 
No.  65  and  the  fares  and  provisions  in 
Agent  R.  C.  Lounsbury’s  C.A3.  No.  347, 
including  subsequent  revisions  and  reis¬ 
sues  thereof,  are  or  will  be,  unjust  or  un¬ 
reasonable,  luijustly  discriminatory,  un¬ 
duly  preferential,  unduly  prejudicial,  or 
otherwise  unlawful,  and  if  found  to  be 
unlawful  to  determine  and  prescribe  the 
lawful  fares  and  provisions; 

2.  The  complaint  of  Pan  American 
World  Airways,  Inc.,  in  Docket  14797,  be 
dismissed  except  to  the  extent  granted 
herein; 

3.  This  investigation  be  assigned  for 
hearing  before  an  examiner  of  the  Board 
at  a  time  and  place  hereafter  to  be  desig¬ 
nated;  and 

4.  A  copy  of  this  order  be  served  upon 
United  Air  Lines,  Inc.,  and  Pan  American 
World  Airways,  Inc.,  which  are  made 
parties  to  the  investigation  ordered 
herein. 

No.  216 - 6 


This  order  will  be  published  in  the 
Federal  Register. 

By  the  Civil  Aeronautics  Board.* 

[SEAL]  Harold  R.  Sanderson, 

Secretary. 

[PJl.  Doc.  63-11697;  Piled,  Nov.  4,  1963; 
8:47  a.m.] 


FEDERAL  MARITIME  COMMISSION 

MEXICAN  LINE  “TRANSPORTACION 

MARITIMA  MEXICANA,  S.A.”  AND 

ALCOA  STEAMSHIP  CO.,  INC. 

Notice  of  Filing  of  Agreement 

Notice  is  hereby  ^en  that  the  follow¬ 
ing  described  agreement  has  been  filed 
with  the  Commission  for  approval  pur¬ 
suant  to  section  15  of  the  Shipping  Act, 
1916  (39  Stat.  733;  75  Stat.  763;  46 
U.S.C.  814) : 

Agreement  8532-2,  between  Mexican 
Line  “Transportacion  Maritima  Mexi- 
cana,  SA.”  and  Alcoa  Steamship  Com¬ 
pany,  Inc.,  modifies  the  basic  agreement, 
as  amended,  which  provides  for  the 
transportation  of  general  cargo  under 
through  bills  of  lading  from  ports  in 
Mexico  to  ports  in  Puerto  Rico  with 
transhipment  at  Philadelphia,  Pennsyl¬ 
vania,  and  Baltimore,  Maryland,  to  re¬ 
quire  (1)  that  the  proportion  of  th^ 
through  rates  apportioned  Alcoa  Steam¬ 
ship  Company,  Inc.,  the  Puerto  Rican 
carrier,  be  subject  to  a  specified  mini¬ 
mum,  and  (2)  that  the  transhipment 
expenses  absorbed  by  the  Puerto  Rican 
carrier  will  not  impair  the  minimum 
specified.  All  transhipment  expenses  not 
aborbed  by  the  Puerto  Rican  carrier  will 
be  absorbed  by  the  initial  carrier. 

Interested  parties  may  inspect  this 
agreement  and  obtain  copies  thereof  at 
the  Bureau  of  Foreign  R^rulation,  Fed¬ 
eral  Maritime  Commission,  Washington 
25,  D.C.,  or  may  inspect  a  copy  at  the 
offices  of  the  District  Managers  of  the 
Commission  in  New  York,  N.Y.,  New  Or¬ 
leans,  La.,  and  San  Francisco,  Calif.,  and 
may  submit  to  the  Secretary,  Federal 
Maritime  Commission,  Washi^ton  25, 
D.C.,  within  20  days  after  publication 
of  this  notice  in  the  Federal  Register, 
written  statements  with  reference  to  the 
agreement  and  their  position  as  to  ap¬ 
proval,  disapproval,  or  modification,  to¬ 
gether  with  request  for  hearing  should 
such  hearing  be  desired. 

Dated:  October  31,  1963. 


By  order  of  the  Federal  Maritime  Com¬ 
mission. 

Thomas  Lisi, 
Secretary. 

[P.R.  Doc.  63-11681;  Piled,  Nov.  4,  1983; 
8:47  am.] 


STATES  STEAMSHIP  CO.  AND 
AMERICAN  MAIL  LINE  LTD. 

Notice  of  Filing  of  Agreement 

Notice  is  hereby  given  that  the  follow¬ 
ing  described  agreement  has  been  filed 


with  the  Commission  for  approval  pur¬ 
suant  to  section  15  of  the  Shipping  Act, 
1916  (39  Stat.  733;  75  Stat.  763;  46  U.S.C. 
814): 

Agreement  No.  9273,  between  States 
Steamship  Company  and  American  Mail 
Line  Ltd.,  provides  for  a  through  billing 
arrangement  for  the  transportation  of 
cargo  from  loading  ports  of  States 
Steamship  Company  in  Washington, 
Oregon  and  California,  to  Calcutta, 
Chalna,  Chittagong,  Vizagapatam  and 
Rangoon  with  transhipment  to  Ameri¬ 
can  Mail  line  Ltd.,  vessels  at  Hong 
Kong,  in  accordance  with  the  terms  and 
conditions  set  forth  in  the  agre^nent. 

Interested  parties  may  inspect  this 
agreement  and  obtain  copies  thereof  at 
the  Bureau  of  Foreign  Regulation,  Fed¬ 
eral  Maritime  Commission,  Washington, 
D.C.,  or  may  inspect  a  copy  at  the  Offices 
of  Uie  District  Managers  of  the  Com¬ 
mission  in  New  York,  N.Y.,  New  Or¬ 
leans,  La.,  and  San  Francisco,  Calif.,  and 
may  submit  to  the  Secretary,  Federal 
Maritime  Commission,  Washington  25, 
D.C.,  within  20  dairs  after  publication 
of  this  notice  in  the  Federal  Register, 
written  statements  with  reference  to 
the  agreement  and  their  position  as  to 
approval,  disapproval,  or  modification, 
together  with  request  for  hearing  should 
such  hearing  be  desired. 

Dated:  October  31,  1963. 

By  order  of  the  Federal  Maritime 
Commission. 

Thomos  Lisi, 
Secretary. 

[Fit.  Doc.  63-11682;  Filed,  Nov.  4,  1963; 

8:47  aja.] 


STATES  STEAMSHIP  CO.  AND  INDO¬ 
CHINA  STEAM  NAVIGATION  CO. 

Notice  of  Filing  of  Agreement 

Notice  is  hereby  given  that  the  follow¬ 
ing  described  agreement  has  been  filed 
with  the  Commission  for  approval  pur¬ 
suant  to  section  15  of  the  Shipping  Act, 
1916  (39  Stat.  733;  75  Stat.  763;  46  U.S.C. 
814): 

Agreement  No.  9272,  between  States 
Steamship  CTompany  and  Indo-China 
Steamship  Navigation  Company,  pro¬ 
vides  for  a  through  billing  arrangement 
for  the  transportation  of  cargo  from 
loading  ports  of  States  Steamship  Com¬ 
pany  in  Washington,  Oregon  and  Cali¬ 
fornia  to  Bangkok  and  Thailand,  with 
transhipment  to  Indo-China  Steam  Nav¬ 
igation  Company  vessels  at  Japan  ports 
or  Hong  Kong,  in  accordance  with  the 
terms  and  conditions  set  forth  in  the 
agreement. 

Interested  parties  may  inspect  this 
agreement  and  obtain  copies  thereof 
at  the  Bureau  of  Foreign  Regula¬ 
tion.  Federal  Maritime  Commission, 
Washington,  D.C.,  or  may  inspect  a  copy 
at  the  offices  of  the  District  Managers 
of  the  Commission  in  New  York,  N.Y., 
New  Orleans.  La.,  and  San  Francisco, 
Calif.,  and  may  submit  to  the  Secretary, 
Federal  Maritime  Commission,  Washing¬ 
ton  25.  D.C.,  within  20  days  after  pub¬ 
lication  of  this  notice  in  the  Federal 


•Boyd,  Chairman,  and  Giirney,  Member,  • 

joint  statement  of  conciirrence  and  dissent  Member,  statements  of  concurrence  and  dls- 
and  Murphy,  Vice  Chairman,  and  Mlnettl,  sent  filed  as  part  of  the  original  doc\iment. 
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Register,  written  statements  with  ref¬ 
erence  to  the  agreement  and  their  posi¬ 
tion  as  to  approval,  disi^H^roval,  or 
modification,  together  with  request  for 
hearing  should  such  hearing  be  desired. 

Dated:  October  31, 1963. 

By  order  of  the  Federal  Maritime 
Commission. 

Thomas  List, 
Secretary. 

[FR.  Doc.  6S-11683:  FUed,  Nov.  4,  1968; 
8:47  aon.l 


FEDERAL  POWER  COMMISSION 

[Docket  No.  G-13221  etc.] 

UNION  TEXAS  PETROLEUM  ET  AL. 

Order  Severing  Proceedings,  Condi¬ 
tionally  Approving  Settlement  Pro¬ 
posal  and  Conditionally  Issuing 
Certificates  of  Public  Convenience 
and  Necessity 

October  29,  1963. 

Union  Texas  Petroleum,  et  al..  Docket 
No.‘  0-13221.  et  al.;  Union  Producing 
Company,  Docket  No.  CI60-344  and 
CI61-1111. 

On  June  13,  1963,  Union  Producing 
Company  (Union)  filed  a  motion  for 
severance  of  the  above-captioned  Union 
proceedings  from  the  consolidated  pro¬ 
ceeding,  Union  Texas  Petroleum,  et  al.. 
Docket  Nos.  Q-13221,  et  al.  (hereinafter 
referred  to  as  the  Union  Texas  Proceed¬ 
ing)  ,  for  approval  of  the  attached  settle¬ 
ment  proposal  and  for  the  prompt 
issuance  of  certificates  of  public  con¬ 
venience  and  necessity. 

On  July  1, 1963,  the  Pennsylvania  Pub¬ 
lic  Utility  C?ommission  (Pennsylvania) 
filed  an  answer  in  opposition  to  Union’s 
motion.  By  order  issued  July  15, 1963,  in 
the  above-captioned  proceedings  the 
Commission  denied  Union’s  motion  with¬ 
out  passing  on  the  merits  of  the  settle¬ 
ment  proposal. 

On  July  31, 1963,  Pennsylvania  filed  an 
amended  answer  to  the  Union  motion, 
withdrawing  its  opposition.  Subse¬ 
quently,  on  August  15,  1963,  Union  filed 
a  motion  for  reconsideration  of  our  order 
densdng  its  motion. 

The  terms  of  the  Union  proposal  con¬ 
form  to  the  other  settlements  emanating 
from  the  Union  Texas  Proceeding  which 
have  been  approved  by  the  Commission  ^ 
and  provides  for  an  initial  rate  of  20.625 
cents  per  Mcf*  for  a  sale  from  South 
Louisiana  (Docket  No.  CI60-344)  and  19.0 
cents  per  Mcf  for  a  sale  from  the  Federal 
domain  offshore  Louisiana  (Docket  No. 
CI61-1111).  both  effective  April  1,  1963; 
a  five  year  moratorium  on  rate  increase 
filings  (subject  to  the  usual  exceptions) ; 
and  extension  oLthe  make-up  period  to 
four  years  in  the  rate  schedule  which 
provides  for  a  lesser  make-up  period.* 


^See  orders  Issued  Aug.  7,  1963  (Hvunble 
Oil  A  Bellnlng  Co.)  and  October  9,  1963 
(Gulf  Oil  Corp.  and  Socony  Mobil  Oil  Co., 
Inc.)  In  Union  Texas  Petroleum,  et  al..  Dock¬ 
et  Nos.  G-13221.  et  al. 

*  All  rates  expressed  inclusive  of  applicable 
tax  reimbursement  and  all  volumes  expressed 
at  15.025  psia. 

*  See  appendix  for  further  details. 


The  temporary  authorizations  under 
which  Union  is  now  selling  the  subject 
gas  contain  no  refund  conditions  and 
Union  does  not  pn^se  to  make  refunds 
of  any  amounts  above  the  settlement 
rates  collected  for  gas  delivered  prior  to 
April  1,  1963,  the  effective  date  of  the 
proposed  rate  reductions. 

We  find  this  proposal  generally  to  be 
in  the  public  interest  and  shall  approve 
it  subject  to  the  following  reservations 
and  conditions. 

In  the  context  of  the  proposal  we  in¬ 
terpret  the  term  “delivered”  as  used  in 
paragraph  1  of  the  proposal  to  include 
gas  required  to  be  taken  during  the  mor¬ 
atorium  period  but  paid  for  and  not 
taken  and  our  approval  is  conditioned 
upon  such  interpretation. 

Our  approving  this  settlement  and  is¬ 
suing  certificates  of  public  convenience 
and  necessity  for  these  sales  shall  not 
in  any  way  be  construed  as  deciding  the 
Justness  or  reasonableness  of  any  of 
Union’s  rates  or  prejudging  the  ques¬ 
tions  to  be  decided  in  the  section  5(a) 
proceeding  pending  in  Union  Producing 
Company,  Docket  No.  0-18354. 

Since  pasrments  for  gas  delivered  sub¬ 
sequent  to  March  31.  1963,  under  the 
instant  rate  schedules  have  been  made 
at  rates  above  the  settlement  rates,  we 
shall  require  that  Union  refund  the  dif¬ 
ferences.  In  keeping  with  our  present 
policy,  we  shaU  require  that  Union  pay 
interest  on  the  amounts  to  be  refunded 
at  a  rate  of  7  percent  per  anniun,  such 
interest  to  accrue  through  the  last  day 
of  the  month  in  which  the  settlement 
proposal  was  filed,  June  30,  1963. 

’The  settlement  provisions  for  adjust¬ 
ments  in  rates  according  to  our  order  or 
orders  in  Area  Rate  Proceeding.  Docket 
No.  AR61-2,  seek  to  anticipate  in  part 
the  nature  of  our  final  determinations 
in  that  matter.  It  is  clear  that  we  shall 
make  no  determinations  in  this  matter 
which  will  control  our  conclusions  in 
Docket  No.  AR61-2.  The  settlement  pro¬ 
posal  also  provides  that  adjustments  in 
price  growhig  out  of  the  Area  Rate  Pro¬ 
ceeding,  Docket  No.  AR61-2,  should  go 
into  effect  upon  conclusion  of  judicial 
review  of  our  final  order. 

However,  we  cannot  now  commit  the 
CcHnmission  to  conditionally  staying  the 
effectiveness  of  its  final  order  in  Docket 
No.  AR61-2.  These  matters  should  be 
decided  at  the  conclusion  of  that  pro¬ 
ceeding  and  our  approval  of  the  settle¬ 
ment  will  be  so  conditioned. 

Transcontinental  Oas  Pipe  Line  Cor¬ 
poration,  the  purchaser  in  Docket  No. 
CI61-1111,  will  fiow  through  the  refunds 
and  adjust  its  rates  in  accordance  with 
the  provisions  of  its  rate  settlement  in 
Docket  No.  RP61-13.* 

The  fiow  'through  provisions  of  our 
orders  in  the  recent  Southern  Natural 
Qas  Company  rate  case*  do  not  refer 
specifically  to  Docket  No.  CI60-344. 
Therefore,  in  order  to  avoid  a  situation 
in  which  a  pipeline  obtains  and  keeps 
the  bene^ts  of  refimds  and  a  reduction 
in  gas  purchase  costs  even  though  it  may 


«See  Transcontinental  Gas  Pipe  Line,  27 
FPC  187. 

■  Southern  Natural  Gas  Co..  Docket  Noe. 
0-20609,  et  al..  Opinion  No.  379,  Issued  Feb. 
18,  1963,  — FPC — Opinion  No.  379-A, 
Issued  Apr.  19,  1963,  — FPC — 


be,  in  the  absence  of  such  refunds  and 
reductions  in  gas  purchase  costs,  earn¬ 
ing  a  reasonable  rate  of  return  on  in¬ 
vested  capital,  we  shall  require  Southern 
to  report  to  the  Commission  the  amount 
of  refimd  and  interest  that  it  receives 
as  a  result  of  this  settlement,  the  esti¬ 
mated  annual  reductions  in  purchased 
gas  costs,  the  proposed  disposition  of  the 
refunds  and  the  proposed  rate  adjust¬ 
ments,  if  any,  to  reflect  the  reduction 
in  gas  pmxhase  costs.  We  shall  require 
Southern  to  hold  the  refunds  and 
amoiuits  equal  to  the  reductions  in  pur¬ 
chased  gas  costs  which  will  accrue  as  a 
result  of  the  settlement  of  Docket  No. 
CI60-344  in  a  special  account  subject  to 
further  orders  of  the  Commission. 

In  accordance  with  the  above  we  shall 
sever  these  individual  dockets  from  the 
consolidated  proceeding  Union  Texas 
Petroleum,  et  al..  Docket  Nos.  Q-13221, 
et  aL,  omit  the  intermediate  decision  in 
regard  to  these  dockets*  and  issue  cer¬ 
tificates  of  public  convenience  and 
necessity  in  accordance  with  the  appli¬ 
cations,  settlement  proposal  and  condi¬ 
tions  of  this  order. 

The  Commission  finds : 

(1)  Union  Producing  Company  is  a 
natural-gas  company  within  the  mean¬ 
ing  of  the  Natiual  Gas  Act,  and  is  en¬ 
gaged  in  the  sale  of  natural  gas  in  inter¬ 
state  commerce  for  resale  for  ultimate 
public  consumption,  subject  to  the  juri^ 
diction  of  the  Commission. 

(2)  The  proposed  sales  of  natural  gas 
are  subject  to  the  jurisdiction  of  the 
Commission,  and  such  sales,  together 
with  the  construction  and  operation  of 
any  facilities  subject  to  the  jurisdiction 
of  the  Commission  necessary  therefor, 
are  subject  to  the  requirements  of  sub¬ 
sections  (c)  and  (e)  of  section  7  of  the 
Natural  Oas  Act. 

(3)  Union  is  able  and  willing  properly 
to  do  the  acts  and  to  perform  the  serv¬ 
ices  proposed,  and  to  conform  to  the 
provisions  of  the  Natural  Oas  Act  and 
the  requirements,  rules  and  regulations 
of  the  Commission  thereimder. 

(4)  The  proposed  sales,  together  with 
the  construction  and  operation  of  any 
facilities  subject  to  the  jurisdiction  of 
the  Commission  and  necessary  theredor, 
are  required  by  the  public  convenience 
and  necessity  and  are  in  the  public  in¬ 
terest  upon  the  conditions  set  forth 
below,  and  certificates  should  be  issued 
as  ordered  below. 

(5)  The  conditions  attached  to  the 
certificates  herein  issued  are  required  by 
the  public  convenience  and  necessity. 

(6)  It  is  in  the  public  interest  and  it 
is  appropriate  in  carrying  out  the  pro¬ 
visions  of  the  Natural  Oas  Act  that 
Southern  be  required  to  submit  the  re¬ 
ports  and  account  for  the  refunds,  in¬ 
terest  and  purchased  gas  cost  reductions 
as  ordered  below. 

(7)  No  party  has  opposed  the  waiver 
of  the  intermediate  decisions  in  these 
proceedings. 

The  Conunission  orders : 

(A)  The  motion  for  waiver  of  the  in¬ 
termediate  deciisons  is  granted. 

(B)  The  matters  in  the  Union  dockets 
listed  in  the  caption  to  this  order  are 


■The  hearings  in  the  Union  Texas  Petrot, 
leum,  et  al.,  consolidated  proceeding  con-, 
eluded  July  26, 1963. 


Tuesday,  November  5,  1963 
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hereby  severed  from  the  consolidated  ceeding  now  pending  or  hereafter  in-  ceived.  the  estimated  annual  reduction 
proceeding.  Union  Texas  Petroleum,  et  stituted  by  or  against  Union,  particu-  in  purchased  gas  costs  due  to  Union’s 
al..  Docket  Nos.  C31-13221.etal.  larly  any  proceeding  under  section  5  of  rate  reduction,  its  proposed  disposition 

(C)  Certificates  of  public  convenience  the  Natural  Gas  Act  or  section  5(c)  of  of  such  refunds  and  its  proposed  rate  ad- 
and  necessity  are  hereby  issued  upon  the  the  Outer  Continental  Shelf  Lands  Act  justments  to  reflect  the  reduction  in 
conditions  set  forth  herein  to  Union  and  is  without  prejudice  to  claims  or  gas  purchase  costs.  Pending  Commis- 
producing  Company  for  the  sales  of  contentions  which  may  be  made  by  the  sion  action  and  further  orders  respecting 
natural  gas  in  interstate  commerce  for  Commision.  Applicant,  the  Commission  such  proposed  disposition  and  adjust- 
resale  as  proposed  and  as  modified  by  staff,  or  any  affected  party  herein  in  any  ments.  Southern  shall  hold  such  refunds, 
the  settlement  proposal  and  this  order,  other  proceeding.  interest  and  amounts  equal  to  the  re- 

wid  for  the  construction  and  operation  (K)  Within  15  days  from  the  date  of  ductions  in  purchased  gas  costs  which 
of  any  facilities  subject  to  the  jurisdic-  receipt  of  refunds  and  interest  required  accrue  as  a  result  of  this  settlement  in 
tion  of  the  Commission  necessary  there-  by  this  order.  Southern  shall  submit  a  a  special  account  (without  interest  ob- 
for.  as  more  fully  described  in  Union’s  report  to  the  Commission  and  serve  a  ligation). 


applications  and  settlement  proposal  copy  on  its  jurisdictional  customers  and 
herein.  the  various  state  utility  commissions 


By  the  Commision. 


(D)  'The  certificates  issued  by  para-  wherein  it  does  business,  setting  forth  [skai.]  Gordon  M.  Grant. 

graph  (C)  above,  are  granted  upon  the  the  amount  of  refund  and  interest  re-  Acting  Secretary 

express  condition  that  Union  comply  ’>■ 

fully  with  the  terms  of  this  order  and  the  Appendix  y 


settlement  proposal,  as  modified,  which 
settlement  is  expressly  approved,  under 
the  conditions  of  this  order. 

(E)  Within  45  days  from  the  date  of 
issuance  of  this  order,  Union  shall  re-; 
fund  to  the  respective  pipeline  pur¬ 
chasers  the  difference  between  the 
amounts  collected  for  gas  delivered  sub¬ 
sequent  to  March  31,  1963.  and  the 


amounts  that  would  have  been  collected 

under  the  settlement  rates  for  gas  de-  [DocketNo.  G-13221  etc.]  Ije  extended  beyond  5  months  or  the 


livered  since  that  time  together  with  in¬ 
terest  computed  at  a  rate  of  7  percent 
per  annum,  such  interest  to  accrue 
through  the  last  day  of  the  month  in 
which  the  settlement  proposal  was  filed, 
June  30, 1963. 

(F)  Within  30  days  after  making  the 
refimds  required  by  the  terms  and  condi¬ 
tions  of  this  order  and  the  settlement 
proposal  as  modified.  Union  shall  report 
to  the  Commission,  in  triplicate,  the 
amoimt  of  the  refunds  made  to  its  pipe¬ 
line  purchasers,  showing  separately  the 
amount  of  principal  and  interest  so  paid 
and  the  bases  used  for  such  determina¬ 
tion,  together  with  releases  from  the 
purchasers  showing  receipt  of  the  re¬ 
funds  in  conformity  with  the  settlement 
as  approved. 

(O)  Upon  full  compliance  of  Union 
with  all  the  terms  of  this  order  and  of 
the  settlement  proposal.  Union  shall  be 
relieved  of  any  further  refund  obliga¬ 
tions  in  these  certificate  proceedings  and 
said  proceedings  shall  terminate. 

(H)  The  certificates  herein  issued  are 
not  transferable  and  shall  be  effective 
(mly  so  long  as  Union  continues  the  acts 
and  operations  hereby  authorized  in  ac¬ 
cordance  with  the  provisions  of  the 
Natural  Gas  Act  and  the  applicable  rules, 
regulations  and  orders  of  the  Commis¬ 
sion. 

(I)  The  grant  of  the  certificates  herein 
shall  not  be  construed  as  a  waiver  of 
the  requirements  of  section  4  of  the 
Natural  Gas  Act,  or  Part  154  of  the  reg¬ 
ulations  thereunder;  Provided,  however. 
That  the  30-day  notice  provision  of 
1154.94(b)  and  the  detailed  submittal 
requirements  of  §  154.94(f)  are  hereby 
waived  insofar  as  they  apply  to  the  filing 
of  reductions  in  rate  as  required  by  this 
order  and  the  settlement  proposal. 

(J)  The  grant  of  certificates  herein 
and  approval  of  the  settlement  proposal 
is  without  prejudice  to  any  findings  or 
OTders  which  have  been  or  may  hereafter 
be  made  by  the  Commission  in  any  pro- 


UNION  TEXAS  PETROLEUM  ET  AL. 

Order  Severing  Proceedings,  Condi¬ 
tionally  Approving  Proposed  Settle¬ 
ment  and  Conditionally  Issuing 
Certificates  of  Public  Convenience 
and  Necessity 

OdiOBER  29, 1963. 

Union  Texas  Petroleum,  et  al..  Docket 
Nos.  G-13221,  et  al.;  Amerada  Petroleum 
Corporation.  Docket  Nos.  G-18346,  CI61- 
727,  C:i62-216.  CI62-525,  and  CI62-805; 
Amerada  Petroleum  Corporation,  opera¬ 
tor,  et  al..  Docket  No.  G-20200. 

On  August  5, 1963,  Amerada  Petroleum 
Corporation  (Amerada)  filed  a  motion 
for  severance  of  the  above-entitled 
Amerada  dockets  from  i^e  consolidated 
proceeding.  Union  Texas  Petroleum,  et 
al..  Docket  Nos.  0-13221,  et  al.,  for  ap¬ 
proval  of  settlement  proposal  and  issu¬ 
ance  of  permanent  certificates  of  public 
convenience  and  necessity.' 

The  settlement  proposed  is  similar  to 
the  Humble  Oil  &  Refining  Company 
settlement  conditionally  approved  by  the 
Commission  by  order  issued  August  7, 
1963,  in  Union  Texas  Petroleum,  et  al.. 
Docket  Nos.  0^13221.  et  al.  and  provides 
the  following:  • 

(1)  In  respect  to  the  Amerada  Rate 
Schedules  listed  in  paragraphs  (2),  (3) 
and  (4)  below,  a  moratorium  on  rate 
increase  filings  from  April  1,  1963, 
through  March  31, 1968 ;  except  that  such 
filings  may  be  made  (1)  prior  to  April  1, 
1968,  to  the  extent  that  the  maximum 
statutory  suspension  period  under  sec¬ 
tion  4(e)  of  the  Natural  Gas  Act  may 

^The  instant  proposal  is  a  modification 
of  a  proposal  submitted  on  May  10, 1963,  and 
rejected  without  consideration  of  the  merits 
by  our  order  of  Jime  3,  1963,  in  Union  Texas 
Petrolexun,  et  al..  Docket  Nos.  G-13221,  et  al. 
A  motion  for  reconsideration  was  denied  on 
July  19,  1963.  Several  parties  had  objected 
to  the  original  proposal. 

>  See  Appendix  for  further  details. 


Commission  may  hereafter  be  authorized 
to  lengthen  such  suspension  period,  and 

(2)  at  any  time  for  reimbursement  of 
one-half  the  amount  of  increased  State 
or  Federal  taxes  or  pa3rments  in  lieu  of 
taxes,  provided  that  such  increase  does 
not  exceed  the  reimbursement  to  which 
Amerada  is  entitled  by  contract. 

(2)  Permanent  certification  at  settle¬ 
ment  rates  of  20.625  cents  per  Mcf  *  in¬ 
clusive  of  tax  reimbursement,  for  gas  de¬ 
livered  *  pursuant  to  Amerada’s  Rate 
Schedules  Nos.  82  (G~18346),  90  (CI61- 
727)  ,  91  (CI61-625)  and  96  (CI62-216). 

(3)  Permanent  certification  at  a  set¬ 
tlement  rate  of  19  cents  per  Mcf,  inclu¬ 
sive  of  reimbursement  for  payments 
under  section  6(a)  (9)  of  the  Outer  Con¬ 
tinental  Shelf  Lands  Act,”  for  gas  de¬ 
livered  pursuant  to  Amerada’s  Rate 
Schedule  No.  98  (CI62-8(^). 

(4)  Permanent  certification  at  the 
contractual  initial  rate  of  19.75  cents  per 
Mcf  inclusive  of  tax  reimbursement  for 
gas  delivered  pursuant  to  Amerada 
(Operator) ,  et  al..  Rate  Schedule  No.  86 
(G-20200).* 

(5)  Prospective  upward  or  downward 
adjustment  of  settlement  rates  according 
to  any  applicable  area  rate  or  rates  de¬ 
termined  in  Area  Rate  Proceeding,  Dock¬ 
et  No.  AR61-2. 

(6)  Collection  of  the  increased  rates 
now  in  effect  subject  to  refund  in  Docket 
No.  RI62-505,'  to  be  continued  subject 

»  All  volumes  expressed  at  16.025  psla. 

*  The  term  “delivered”  is  used  In  the  pro¬ 
posal  as  in  other  proposals  approved  by  us. 
In  the  context  of  the  proposals  we  inter¬ 
preted  the  term  to  include  gas  required  to  be 
taken  during  the  moratorium  periods  but 
paid  for  and  not  taken.  Our  approval  of  this 
settlement  is  also  conditioned  upon  such 
interpretation. 

■67  Stat.  462. 

•Includes  60  percent  interest  of  Newmont 
Oil  Company. 

^  Related  to  Supplement  No.  2  to  Amerada’s 
PP.C.  Gas  Rate  Schedule  No.  86  (G-20200) . 


11804 


NOTICES 


to  further  orders  of  the  Commission  In 
that  suspension  docket. 

(7)  Extension  of  the  make-up  period 
for  gas  paid  for  but  not  taken  to  4  years 
in  any  case  where  the  contract  provides 
a  lesser  make-up  period. 

(8)  Refund  of  amoimts  above  the  set¬ 
tlement  rates  coUected  for  gas  delivered 
from  February  1,  1963,  on,  imder  Rate 
Schedules  Nos.  90  (CI61-727) ,  96  (CI62- 
216)  and  91  (CI62-525)  pursuant  to  the 
Commission’s  order  conditionally  ap¬ 
proving  Amerada’s  rate  settlement  in 
Docket  Nos.  G-9385,  et  al.,  issued  Febru¬ 
ary  1,  1963. 

(9)  Since  payments  for  gas  delivered 
subsequent  to  March  31, 1963,  imder  Rate 
Schedules  Nos.  82  (Q-18346)  and  98 
(CI62-805)  have  been  made  at  rates 
above  the  settlement  rates,  the  differ¬ 
ences  will  be  refunded. 

No  party  has  filed  an  answer  to  this 
motion  and  settlement  proposal  and  we 
find  the  settlement  propo^,  as  herein 
modified,  in  the  public  interest. 

In  keeping  with  our  present  policy  we 
shall  require  that  Amerada  pay  interest 
on  the  amounts  to  be  refunded  at  7  per 
cent  per  annum,  such  interest  to  accrue 
through  Uie-  last  day  of  the  month  in 
which  Uie  settlement  proposal  was  filed, 
August  31,  1963. 

The  settlement  provisions  for  adjust¬ 
ments  in  rates  according  to  our  order  or 
orders  in  area  rate  proceeding.  Docket 
No.  AR61-2,  seek  to  anticipate  in  part  the 
nature  of  our  final  determinations  in 
that  matter.  It  is  clear  that  we  shall 
make  no  determinations  in  this  matter 
which  will  control  our  conclusions  in 
Docket  No.  AR61-2.  The  settlement  pro¬ 
posal  also  provides  that  adjustments  in 
price  growing  out  of  the  area  rate  pro¬ 
ceeding,  Docket  No.  AR61-2,  should  go 
Into  effect  upon  conclusion  of  judicial  re¬ 
view  of  our  final  order. 

However,  we  cannot  now  commit  the 
Commission  to  conditionally  staying  the 
effectiveness  of  its  final  order  in  Docket 
No.  AR61-2.  These  matters  should  be 
decided  at  the  conclusion  of  that  pro¬ 
ceeding  and  our  approval  of  the  settle¬ 
ment  will  be  so  conditioned. 

With  the  exception  noted  below,  the 
pipeline  purchasers  (shown  in  the  ap¬ 
pendix)  which  will  receive  refunds  and 
whose  overall  purchased  gas  costs  will  be 
affected  substantially  by  this  settlement 
will  pass  on  the  refimds  and  adjust  their 
rates  in  accordance  with  their  latest  rate 
settlements. 

Transcontinental  Gas  Pipe  line  Cor¬ 
poration  (Transco)  the  purchaser  in 
Docket  No.  CI62-805  contended,  in  the 
recent  Socony  and  Gulf  settlements* 
that  the  fiow  through  provisions  in  its 
settlement  in  Docket  No.  RP61-13  do  not 
apply  to  producer  rate  schedules  not 
specifically  included  in  its  settlement 
agreement.  Since  Amerada’s  Rate 
Schedule  No.  98  (CI62-805)  is  not  spe¬ 
cifically  referred  to  therein  and  in  order 
to  avoid  a  situation  in  which  a  pipeline 
obtains  and  keeps  the  benefits  of  re¬ 
funds  and  a  reduction  in  gas  purchase 
costs  even  though  it  may  be.  in  the  ab- 


*  See  our  order  of  October  9, 1963,  in  Union 
Texas  Petroleum,  et  al..  Docket  Noe.  Q-13221, 
etal., - PPC - . 


sence  of  such  refunds  and  reductions  in 
gas  purchase  costs,  earning  a  reasonable 
rate  of  return  on  invested  capital,  we 
shall  require  ’Transco  to  report  to  the 
Commission  the  amount  of  refund  and 
interest  which  it  receives  as  a  result  of 
this  settlement,  the  estimated  annual 
reductions  in  purchased  gas  costs,  the 
proposed  disposition  of  the  refunds  and 
the  proposed  rate  adjustments,  if  any, 
to  refiect  the  reduction  in  gas  purchase 
costs.  We  shall  require  ’Transco  to  hold 
the  refunds  and  amounts  equal  to  the 
reductions  in  purchased  gas  costs  which 
will  accrue  as  a  result  of  this  settlement 
in  a  special  account  subject  to  further 
orders  of  the  Commission. 

In  accordance  with  the  above  we  shall 
sever  these  Amerada  dockets  from  the 
consolidated  proceeding  Union  Texas 
Petroleum,  et  al..  Docket  Nos.  G-13221, 
et  al.,  omit  the  intermediate  decision  in 
regard  to  these  dockets*  and  issue  cer¬ 
tificates  of  public  convenience  and  neces¬ 
sity  in  accordance  with  the  applications, 
settlement  proposal  and  conditions  of 
this  order. 

The  Commission  finds: 

(1)  Amerada  Petroleum  Corporation 
is  a  natural-gas  company  within  the 
meaning  of  the  Natural  Gas  Act,  and  is 
engaged  in  the  sale  of  natural  gas  in  in¬ 
terstate  commerce  for  resale  for  ulti¬ 
mate  public  consumption,  subject  to  the 
jurisdiction  of  the  Commission. 

(2)  ’The  proposed  sales  of  natural  gas 
are  subject  to  ^e  jurisdiction  of  the 
Commission,  and  such  sales,  together 
with  the  construction  and  operation  of 
any  facilities  subject  to  the  jurisdiction 
of  the  Commission  necessary  therefor, 
are  subject  to  the  requirements  of  sub¬ 
sections  (c)  and  (e)  of  section  7  of  the 
Natural  Gas  Act. 

(3)  Amerada  is  able  and  willing  prop¬ 
erly  to  do  the  acts  and  to  perform  the 
services  proposed,  and  to  conform  to  the 
provisions  of  the  Natural  Gas  Act  and 
the  requirements,  rules  and  regulations 
of  the  Commission  thereunder. 

(4)  The  proposed  sales,  together  with 
the  construction  and  operation  of  any 
facilities  subject  to  the  jurisdiction  of  the 
Commission  and  necessary  therefor,  are 
required  by  the  public  convenience  and 
necessity  and  are  in  the  public  Interest 
upon  the  conditions  set  forth  below,  and 
certificates  should  be  issued  as  ordered 
below. 

•  (5)  The  conditions  attached  to  the 
certificates  herein  issued  are  required 
by  the  public  convenience  and  necessity. 

(6)  It  is  in  the  public  interest  and  it 
is  appropriate  in  carrying  out  the  pro¬ 
visions  of  the  Natural  Gas  Act  that 
Transco  be  required  to  submit  the  re¬ 
ports  and  accounts  for  the  refunds.  In¬ 
terest  and  purchased  gas  cost  reductions 
as  ordered  below. 

(7)  No  party  has  opposed  the  waiver 
of  the  intermediate  decision  in  these 
proceedings. 

The  Commission  orders: 

(A)  The  motion  for  waiver  of  the  in¬ 
termediate  decision  is  granted. 

(B)  The  matters  in  the  Amerada 
dockets  and  the  Amerada  (Operator), 


•The  hearings  In  the  Union  Texas  Petro¬ 
leum.  et  al.,  consolidated  proceeding  con¬ 
cluded  July  25. 1963. 


et  al..  docket  listed  in  the  caption  to  this 
order  are  hereby  severed  from  the  con¬ 
solidated  proceeding.  Union  Texas  Pe¬ 
troleum,  et  al..  Docket  Nos.  G-13221, 
etal. 

(C)  Certificates  of  public  convenience 
and  necessity  are  hereby  issued  upon  the 
conditions  set  forth  herein  to  Amerada 
Petroleum  Corporation  and  to  Amerada 
Petroleum  Corporation  (Operator),  et 
al.,  for  the  sales  of  natural  gas  in  inter¬ 
state  commerce  for  resale  as  proposed 
and  as  modified  by  the  settlement  pro¬ 
posal  and  this  order,  and  for  the  con¬ 
struction  and  operation  of  any  facilities 
subject  to  the  jurisdiction  of  the  Com¬ 
mission  necessary  therefor,  as  more  fully 
described  in  Amerada’s  applications  and 
settlement  proposal  herein. 

(D)  The  certificates  issued  by  para¬ 
graph  (C)  above,  are  granted  upon  the 
express  condition  that  Amerada  comply 
fully  with  the  terms  of  the  settlement 
proposal  as  modified  which  settlement  is 
expressly  approved,  under  the  conditimis 
of  this  order. 

(E)  Within  30  dasrs  after  making  the 
refunds  required  by  the  terms  and  con¬ 
ditions  of  this  order  and  the  settlement 
proposal  as  modified.  Amerada  shall  re¬ 
port  to  the  Commission,  in  triplicate,  the 
amount  of  the  refunds  made  to  its  pipe¬ 
line  purchasers,  showing  separately  the 
amount  of  principal  and  Interest  so  paid 
and  the  bases  us^  for  such  determine- 
tion,  together  with  releases  from  the 
purchasers  showing  receipt  of  the  re¬ 
funds  in  conformity  with  the  settlement 
as  ai^roved. 

(F)  Upon  full  compliance  of  Amerada 
with  all  the  terms  of  this  order  and  of 
the  settlement  proposal,  Amerada  shall 
be  relieved  of  any  further  refund  obliga¬ 
tions  in  these  certificate  proceedings  and 
said  proceedings  shall  terminate. 

(G)  ’The  certificates  herein  issued  aie 
not  transferable  and  shall  be  effective 
only  so  long  as  Amerada  continues  tte 
acts  and  operations  hereby  authorized  la 
accordance  with  the  provisions  of  the 
Natural  Gas  Act  and  the  iq^plicable 
rules,  regulations  and  orders  of  the  Com¬ 
mission. 

(H)  The  grant  of  the  certificates  hoe- 
in  shall  not  be  construed  as  a  waiver  (i 
the  requirements  of  section  4  of  tite 
Natural  Gas  Act.  or  Part  154  of  the  reg¬ 
ulations  thereunder:  Provided,  however. 
That  the  30-day  notice  provisimi  of 
S  154.94(b)  and  the  detailed  submittil 
requiremmits  of  §  154.94(f)  are  hereby 
waived  insofar  as  they  apply  to  the  flliDC 
of  reductions  in  rate  as  required  by  thii 
order  and  the  settlement  proposal. 

(I)  ’The  grant  of  certificates  herein 
and  approval  of  the  settlement  propossl 
is  without  prejudice  to  any  finding  ot 
orders  which  have  been  or  may  hare- 
after  be  made  by  the  Commission  in  any 
proceeding  now  pending  or  hereafter  in¬ 
stituted  by  or  against  Amerada,  partieu- 
larly  any  proceeding  under  section  5  of 
the  Natural  Gas  Act  or  section  5(c)  of 
the  Outer  Continental  Shelf  Lands  Act 
and  is  without  prejudice  to  claims  or 
contentions  which  may  be  made  by  the 
Commission,  Applicant,  the  Commisstei 
staff,  or  any  affected  party  herein  in  any 
other  proceeding. 

( J)  The  refunds  required  by  the  set¬ 
tlement  proposal  and  this  order,  together 
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with  interest  thereon  computed  at  a  rate 
of  7  percent  per  annum  and  accruing 
through  August  31,  1963,  shall  be  paid 
within  45  days  from  the  date  of  issuance 
of  this  order. 

(K)  Within  15  days  from  the  date  of 
receipt  of  refunds  and  interest  required 
by  this  order,  Transco  shall  submit  a  re¬ 
port  to  the  Commission  and  serve  a  copy 
on  its  jurisdictional  customers  and  the 
various  state  utility  commissions  where¬ 
in  it  does  business,  setting  forth  the 
amount  of  refund  and  interest  received, 
the  estimated  annual  reduction  in  pur¬ 
chased  gas  costs  due  to  Amerada’s  rate 
r^uction,  its  proposed  disposition  of 


such  refunds  and  its  proposed  rate  ad¬ 
justments  to  reflect  the  reduction  in  gas 
piuohase  costs.  Pending  Ccmunission 
action  and  further  orders  respecting 
such  proposed  disposition  and  adjust¬ 
ments,  Transco  shall  hold  such  refunds, 
interest  and  amounts  equal  to  the  reduc¬ 
tions  in  purchased  gas  costs  which  ac¬ 
crue  as  a  result  of  this  settlement  in  a 
special  account  (without  interest  obli¬ 
gation)  . 

By  the  Commission. 


terest  of  the  person  making  the  request 
and  the  position  he  proposes  to  take 
at  the  hearing,  if  ordered.  In  addition, 
any  interested  person  may  submit  his 
views  or  any  additional  facts  bearing 
on  the  said  application  by  means  of  a 
letter  addressed  to  the  Secretary,  Se¬ 
curities  and  Exchange  Commission, 
Washington  25,  D.C.,  not  later  than  the 
date  specified.  If  no  one  requests  a 
hearing,  this  application  will  be  deter¬ 
mined  by  order  of  the  Commission  on  the 
basis  of  the  facts  stated  therein  and  other 
information  contained  in  the  official  files 
of  the  Commission  pertaining  thereto. 

For  the  Commission  (pursuant  to  del¬ 
egated  authority) . 

[seal]  Orval  L.  DcrBois, 

Secretary. 

IP.R.  Doc.  63-11664;  Piled,  Nov.  4,  1963; 

8:46  a.m.] 

INTERSTATE  COMMERCE 
COMMISSION 

FOURTH  SECTION  APPLICATIONS 
FOR  RELIEF 

October  31,  1963. 


[seal]  Gordon  M.  Grant, 

Acting  Secretary. 


Appendix  A 


Docket  No. 

Rate 

schedule 

No. 

Purchaser 

Initial 
contract 
rate  > 

Settlement 

rate 

0-18346 . 

82 

Coastal  Transmission  Corp.  (now  Florida  Qas  Trans- 

*23.65 

20.626 

mission  Co.). 

O-jfwnn  _ 

86 

__  do  _  _  _  -  -  _ 

19.76 

0 

90 

Texas  Oas  Transmiwjion  Cofp-  . 

*21.76 

20.626 

p j«2-216  -  -  -  - 

96 

American  T»iiis<ana  Pipeline' Co.  _  .  _ _ 

*21.6 

20.626 

91 

Tennessee  Gas  Transmission  Co _ 

*22.833 

20.626 

.  -  - 

98 

Tranacontinentai  Oas  Pipe  Line  Corp _  _  - 

*21.4 

19.0 

1  All  include  tax  reimbursement,  if  any. 

t  Temporary  certificates  conditioned  to  a  price  of  21.26  cents  per  Mcf. 

I  Increased  rate  in  effect  subject  to  refund  in  Docket  No.  RI62-606  to  remain  in  effect  subject  to  further  orders  of 
the  Commission  in  Docket  No.  RI62-606. 

4  Temporary  certificate  conditioned  to  a  price  of  19.6  cents  per  Mcf  (offdiore). 


[PJl.  Doc.  63-11655;  PUed 


FOREIGN-TRADE  ZONES  BOARD 

FOREIGN-TRADE  SUB-ZONE  2-A 

Notice  of  Expiration  of  Grant 

Pursuant  to  the  Foreign-Trade  Zones 
Act  of  June  18,  1934,  as  amended  (19 
UJS.C.  81a-81u)  and  the  Foreign-Trade 
Zcmes  Board -Regulations  (15  CFR  400.- 
304) ,  the  Foreign-Trade  Zones  Board  on 
Pfebruary  14,  1962,  by  Order  No.  54  (27 
FR.  1585) ,  issued  a  grant  to  the  Board 
of  (Commissioners  of  the  Port  of  New 
Orleans,  grantee  of  Foreign-Trade  Zone 
Ko.  2,  authorizing  the  Board  of  Commis¬ 
sioners  to  establish,  operate  and  main¬ 
tain  a  sub-zone  (officially  designated  as 
For^gn-Trade  Sub-Zone  No.  2-A)  oa 
the  premises  of  Illinois  Central  Ware¬ 
house  No.  32,  at  3900  Tchoupitoulas 
Street,  New  Orleans,  Louisiana.  The 
grant  provided  that  operation  of  the 
subzone  shall  be  commenced  within  a 
reasonable  time  from  the  date  of  issu¬ 
ance  of  the  grant.  On  August  8, 1962,  by 
order  No.  55  (27  F.R.  8084) ,  the  Foreign- 
Trade  Zones  Board  approved  an  appli¬ 
cation  of  the  Board  of  Commissioners 
for  reduction  of  size  of  the  area  of  the 
Foreign-Trade  Subzone. 

On  January  3,  1963,  by  order  No.  57 
(28  FR.  337),  the  Foreign-Trade  Zones 
Board  approved  an  application  of  the 
Board  of  Commissioners  to  extend  the 
time  for  commencing  operation  of  the 
subzone  until  October  15,  1963.  There¬ 
after,  the  Board  of  Commissioners  in¬ 
formed  the  Executive  Secretary,  by 
communication  dated  Auerust  7,  1963, 
that  it  was  not  feasible  to  commence  op~ 
eration  of  the  subzone. 

Accordingly,  notice  is  hereby  given, 
that:  Operation  of  Foreign-Trade  Sub-. 
Zone  No.  2-A  not  having  commenced  on 


,  Nov.  4, 1963;  8:45  ajn.1 


or  before  October  15,  1963,  the  grant  au¬ 
thorizing  establishment  and  operation  of 
this  subzone  has,  by  its  terms,  expired. 

Dated:  October  22,  1963. 

Richard  H.  Lake, 
Executive  Secretary, 
Foreign-Trade  Zones  Board. 

[PR  Doc.  63-11659;  PUed,  Nov.  4,  1963; 
8:46  ajn.] 

SECURITIES  AND  EXCHANGE 
CDMMISSIDN 

[PUe  7-2344] 

ELTRA  CORP. 

Application  for  Unlisted  Trading  Priv¬ 
ileges  and  of  Opportunity  for  Hear¬ 
ing 

October  30.  1963. 

In  the  matter  of  application  of  the 
Detroit  Stock  Exchange  for  unlisted 
trading  privileges  in  a  certain  security. 

The  above  named  national  securities 
exchange  has  filed  an  application  with 
the  Securities  and  Exchange  Commission 
pursuant  to  section  12(f)  (2)  of  the  Se¬ 
curities  Ebcchange  Act  of  1934  and  Rule 
12f-l  thereunder,  for  unlisted  trading 
privileges  in  the  common  stock  of  the 
following  company,  which  security  is 
listed  and  registered  on  one  or  more 
other  national  securities  exchanges: 

Eltra  Corporation,  Pile  7-2344 

Upon  receipt  of  a  request,  on  or  before 
November  15,  1963  fr(»n  any  interested 
person,  the  Commission  will  determine 
whether  the  application  shall  be  set 
down  for  hearing.  Any  such  request 
should  state  briefly  the  nature  of  the  in- 


Protests  to  the  grantii^  of  an  applica¬ 
tion  must  be  prepared  in  accordance  with 
Rule  1.40  of  the  general  rules  of  practice 
(49  CFR  1.40)  and  filed  within  15  days 
from  the  date  of  publication  of  this 
notice  in  the  Federal  Register. 

Long-and-Short  Haul 

FSA  No.  38623:  Sulphuric  acid  from 
LeMoyne,  Ala.  Filed  by  O.  W.  South, 
Jr.,  agent  (No.  A4393).  for  interested 
rail  carriers.  Rates  on  sulphuric  acid, 
in  tank  car  loads,  from  LeMosme,  Ala., 
to  Chattanooga.  North.  Chattanooga 
and  Tsmer,  Term. 

Groimds  for  relief:  Market  competi¬ 
tion. 

Tariff:  Supplement  69  to  Southern 
Freight  Association,  agent,  tariff  I.C.C. 
S-162. 

FSA  No.  38624:  Freight,  aU  kinds  LCL 
from  Alexandria,  La.  Filed  by  Texas- 
Louisiana  Freight  Bureau,  agent  (No. 
487) .  for  interested  rail  carriers.  Rates 
on  freight,  all  kinds,  less-than-carloads, 
from  Alexandria.  La.  (proportional),  to 
points  in  Louisiana  and  Texas. 

Grounds  for  relief:  Market  competi¬ 
tion. 

Tariff:  Supplement  3  to  Texas-Louisi- 
ana  Freight  Bureau,  agent,  tariff  I.C.C. 
992. 

By  the  Commission. 

[seal]  Harold  D.  McCoy, 

Secretary. 

[PR  Doc.  63-11672;  PUed,  Nov.  4,  1963; 
8:46  am.] 


[Notice  NO.  892] 

MOTOR  CARRIER  TRANSFER 
PROCEEDINGS 

October  31, 1963. 

Synopses  of  orders  entered  pursuant 
to  section  212(b)  of  the  Interstate  Com¬ 
merce  Act,  and  rules  and  regulations 
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prescribed  thereunder  (49  CFR  Part 
179) ,  appear  below: 

As  provided  in  the  Commission’s  spe¬ 
cial  rules  of  practice  any  interested 
person  may  file  a  petition  seeking  recon¬ 
sideration  of  the  following  numbered 
proceedings  within  20  days  from  the 
date  of  publication  of  this  notice.  Pur¬ 
suant  to  section  17(8)  of  the  Interstate 
Commerce  Act,  the  filing  of  such  a  peti¬ 
tion  will  postpone  the  effective  date  of 
the  order  in  that  proceeding  pending  its 
disposition.  The  matters  relied  upon  by 
petitioners  must  be  specified  in  their 
petitions  with  particularity. 

No.  MC-FC  66167.  By  order  of  Octo¬ 
ber  25,  1963,  the  Transfer  Board  ap¬ 
proved  the  transfer  to  Missouri  Transit 
Lines,  Inc.,  Macon,  Mo.,  of  Certificates  in 
Nos.  MC  114532  and  MC  114532  (Sub-No. 
2) ,  issued  May  5,  1955  and  December  3, 
1957,  to  P.  W.  Fletcher,  doing  business  as 
Iowa  City-Cedar  Rapids  Bus  Line,  Cedar 
Rapids.  Iowa,  authorizing  the  trans¬ 
portation,  over  a  regular  route,  of  pas¬ 
sengers  and  their  baggage,  and  express 
and  newspapers  in  the  same  vehicle  with 
passengers,  between  Cedar  Rapids,  Iowa, 
and  Iowa  City.  Iowa,  serving  the  inter¬ 
mediate  points  of  Swisher  and  all  inter¬ 
mediate  points  on  U.S.  Highway  218;  be¬ 
tween  junction  UJ5.  Highway  218  and 
Iowa  Highway  153,  and  Iowa  City,  Iowa, 
serving  the  intermediate  points  of  Oak¬ 
dale  and  Coralville,  Iowa;  between  Cedar 
Rapids,  Iowa,  and  junction  of  old  UB. 
Highway  218  and  relocated  U.S.  Highway 
218  near  Cou  Falls,  Iowa,  sdtving  no  in¬ 
termediate  points:  between  junction  of 
relocated  U.S.  Highway  218  and  Iowa 
Highway  84  and  Cedar  Rapids  Airport, 
Cedar  Rapids.  Iowa,  serving  no  inter¬ 
mediate  points;  and.  between  Iowa  C^ty, 
Iowa  and  South  English,  Iowa,  serving 
the  intermediate  points  of  Kalona,  Well¬ 
man  and  Kinross,  Iowa.  Thomas  M. 
Collins,  1120  Merchants  National  Bank 
Building,  Cedar  Rapids,  Iowa,  attorney 
for  transferor.  Nels  J.  Koch,  president, 
550  Keo  Way.  Des  Moines,  Iowa,  repre¬ 
sentative  for  transferee. 

No.  MC-FC  66221.  By  order  of  Octo¬ 
ber  24,  1963,  the  Transfer  Board  ap¬ 
proved  the  transfer  to  Ctui^a-Back,  Inc., 
Chicago,  m.,  of  the  operating  rights 
claimed  under  the  "grandfather  clause" 
of  section  206(a)  (7)  (B)  in  No.  MC  121- 
488,  by  Tessie  Lance,  doing  business  as 
Lance  Motor  Transportation,  Chicago, 
Bl.,  authorizing  the  transportation  of 
general  freight  to  or  from  any  point  in 
Illinois.  Harold  E.  Marks.  208  South  La 


Salle  Street,  Chicago,  m.,  60604,  attorney 
for  applicants. 

No.  MC-PC  66237.  By  order  of  Octo¬ 
ber  24,  1963,  the  Transfer  Board  ap¬ 
proved  the  transfer  to  Leader  Cartage, 
Inc.,  Cicero,  Bl.,  of  the  interstate  oper¬ 
ating  rights  claimed  imder  the  "grand¬ 
father  clause"  of  section  206(a)(7)(B), 
by  Frank  L.  Rossi,  doing  business  as 
Leader  Cartage  Co.,  Cicero,  BL.  in  No.  MC 
121404  (Sub-No.  1),  authorizing  the 
transportation  of:  Corrugated  contain¬ 
ers,  freight  and  steel  forgings,  auto  parts, 
auto  accessories,  waxes  and  chemicals, 
and  paints,  soap  products,  detergents, 
furniture  polish.  g3rmnasium  finish,  pene¬ 
trating  seals,  synthetic  floor  waxes  and 
liquid  soaps  within  a  fifty  mile  radius  of 
4909  West  Roosevelt  Road,  Chicago,  Bl. 
(except  that  carrier  shall  not  transport 
liquid  commodities  in  bulk  in  tank  ve¬ 
hicles)  .  Harold  E.  Marks,  208  South  La 
Salle  St,  Chicago  4,  BL,  attorney  for 
applicants. 

No.  MC-FC  66271.  By  order  of  Octo¬ 
ber  25,  1963,  the  Transfer  Board  ap¬ 
proved  the  transfer  to  G  C  S  Air  Service, 
Inc.,  Gallon,  Ohio,  of  Certificate  in  No. 
MC  118638,  issued  October  4,  1960,  to 
William  R.  Fischer  and  Montford  R. 
Fischer,  a  partnership,  doing  business 
as  G  C  S  Air  Service,  Gallon,  Ohio,  au¬ 
thorizing  the  transportation,  over  irreg¬ 
ular  routes,  of  general  commodities, 
excluding  household  goods,  commodi¬ 
ties  in  bulk,  and  other  specified  com¬ 
modities,  betwe^  points  in  Crawford, 
Marion,  Morrow,  Huron,  and  Ashland 
Coimties,  Ohio,  and  Richland  County, 
Ohio  (except  Shelby,  Ohio),  on  the  one 
hand,  and,  on  the  other,  the  Cleveland- 
Hopkins  Airport,  located  in  Cugahoga 
County,  Ohio.  Paul  F.  Beery,  44  East 
Broad  Street,  Columbus  15.  Ohio,  and 
Philip  S.  Hesby,  342  Harding  Way  West. 
Gallon,  Ohio,  attorneys  for  applicants. 

No.  MC-PC  66333.  By  order  of  Octo¬ 
ber  25,  1963,  the  Transfer  Board  ap¬ 
proved  the  transfer  to  W.  J.  Casazza, 
Inc.,  Albany,  N.Y.,  of  the  operating 
rights  issued  by  the  Commission  July  15, 
1959,  imder  Certificate  No.  MC  82138  to 
Meighan  Van  Lines,  Inc.,  Cohoes,  N.Y., 
authorizing  the  transportation,  over  ir¬ 
regular  routes  of.  Canned  foods,  fr(»n 
Albany,  N.Y..  to  points  in  14  specified 
coimties  in  New  York;  such  merchandise 
as  is  dealt  in  by  wholesale,  retail,  and 
chain  grocery  and  food  business  houses, 
from  Schenectady,  N.Y.,  to  points  in  the 
above  New  York  Counties;  malt  bever¬ 


ages,  from  New  York,  N.Y.,  to  Benning¬ 
ton  and  Brattleboro,  Vt.;  and  empty 
malt  beverage  containers,  from  BeniUng. 
ton  and  Brattleboro,  Vt.,  to  New  York, 

N.Y.;  and  household  goods,  as  defined 
by  the  Commission,  between  Schenec¬ 
tady,  N.Y.,  and  points  in  New  York,^ 
within  10  miles  of  Schenectady,  on  th^  i  o 
one  hand,  and,  on  the  other,  points  inaxS  ^ 
New  York,  Vermont,  New  Hampshire,  ^ 
Massachusetts.  Connecticut,  New  Jersey, 
Pennsylvania,  Indiana.  Michigan,  Rhode 
Island.  Maryland,  and  Blinois.  John  J. 

Brady,  Jr.,  75  State  Street,  Albany  7, 

N.Y.,  attorney  for  applicants. 

No.  MC-PC  66341.  By  order  of  Octo¬ 
ber  24,  1963,  the  Transfer  Board  ap¬ 
proved  the  transfer  to  Richard  L 
Hunter,  doing  business  as  Hunter  Truck¬ 
ing,  North  East,  Pa.,  of  Certificates  in 
Nos.  MC  62234  and  MC  62234  (Sub-No. 

2),  issued  May  9,  1951  and  August  18, 

1954,  respectively,  to  James  I.  Moor¬ 
head  and  Robert  S.  Moorhead,  a  part¬ 
nership,  doing  business  as  Moorhead 
Brothers,  North  East,  Pa.,  authorizing 
the  transportation  of:  Fresh  fruit  sind 
vegetables,  from  points  in  Erie  County. 

Pa.,  to  points  in  Erie  and  Chautauqua 
Counties,  N.Y.;  preserved  fruits,  vege¬ 
tables,  and  fruit  juices,  from  points  in 
Erie  and  Chautaqua  Counties,  N.Y.,  to 
North  East,  Pa.;  baskets,  from  North 
East,  Pa.,  to  points  in  Chautaqua 
County,  N.Y.  and  from  Ripley,  N.Y.,  to 
points  in  Erie  County,  Pa. ;  fertilizer  and 
feed,  from  Buffalo,  N.Y.,  to  points  in 
Erie  Coimty,  Pa.;  packing  house  prod¬ 
ucts,  frmn  Erie,  Pa.,  to  points  on  U.S. 
Highway  20,  between  North  East,  Pa., 
and  Silver  Creek,  N.Y.,  including  the 
points  named;  metal  castings  and 
forgings,  and  commutators,  from  North 
East.  Pa.,  to  Buffalo,  N.Y.;  household 
goods,  between  North  East.  Pa.,  on  the 
one  hand.  and.  on  the  other,  points  in 
Erie  and  Chautauqua  Counties.  Pa.; 
flour,  from  Buffalo.  N.Y.,  to  Erie,  Pa.; 
and  general  commodities,  excluding 
household  goods,  commodities  in  bulk, 
and  other  specified  commodities,  be¬ 
tween  North  East,  Pa.,  on  the  one  hand, 
and,  on  the  other,  points  in  Pennsylvania 
within  5  miles  of  North  East.  James  P. 

Bryan,  1206  Baldwin  Building.  Erie.  Pa., 
attorney  for  applicants. 

[seal]  Harold  D.  McCoy, 

Secretary. 

[PR.  Doc.  68-11673;  FUed,  Nov.  4,  1968; 

8:46  am.] 
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